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Web  server  farms  have  always  been  known  for  providing  high 
application  availability  in  a  cost-efficient  manner.  Unfortunately,  in 
the  past  they  have  also  been  known  for  manageability  headaches. 
But  no  more:  Microsoft  Application  Center  2000  now  makes  managing 
Web  applications  and  groups  of  Web  servers  as  simple  as  managing 
a  single  server. 

Part  of  the  flexible  Microsoft  .NET  Enterprise  Server  family,  Application 
Canter  2000  is  built  to  be  the  heart  of  a  “scale-out”  infrastructure 
model.  “Scaling  out”  is  a  flexible  approach  to  scalability  that  involves 
deploying  Web  applications  across  multiple  servers  to  distribute  and 
handle  the  workload. 

Application  Center  2000  makes  scaling  out  easier,  with  unified 
Web  application  and  server-farm  management  that  simplifies  tasks 

like  cluster  management  and 
application  deployment.  Plus,  it 
makes  it  easy  to  achieve  capacity 
on  demand  through  automatic 
replication  of  applications  when 
you  add  servers  or  make  changes 
to  existing  applications.  But 
simplicity  is  not  all  you  get: 
Application  Center  2000  offers  increased  uptime  through  dynamic 
load  balancing  and  by  having  no  single  point  of  failure. 

In  sum,  Application  Center  2000  removes  the  hassle  of  managing  multiple 
servers  separately,  while  providing  the  availability  and  cost-efficiency  of 
a  “scale-out"  model.  Find  out  how  to  keep  the  odds  in  your  favor:  visit 

microsoft.com/applicationcenter  Software  for  the  Agile  Business. 


MARKET  FACT 


“The  scalability  benefits  offered  by 
Application  Center  made  it  possible 
to  migrate  to  a  distributed  Windows' 
platform.  Application  Center  gives 
us  on-demand  scalability  and  is  a 
powerful  tool  for  managing  Windows 
2000- based  Web  server  farms." 
—Mike  Bodnar,  Production  Services 
Manager,  Terra  Lycos 
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Your  Data  Could 
Be  On  The  Path 
To  Destruction 


Failure  to  protect  mission  critical  data  can  kill  your  business 
faster  than  your  competitors  can.  Now  you  can  prevent 
data  disasters  from  happening  with  Double-Take®  software 
from  NSI  Software.  Double-Take  delivers  real-time  data 
replication — safely,  securely  and  reliably  to  offsite  locations. 
So  when  disaster  strikes,  you  can  strike  back — in  no  time  flat. 

Why  risk  weathering  the  storm? 

Get  the  Double-Take  advantage  today,  and  know  your  data 
will  be  there  when  it  counts. 

See  for  yourself  why  Double-Take  is  recommended  by  Compaq ®,  Dell9, 
Microsoft ®,  IBM9  and  Hewlett-Packard ®.  We  may  not  be  able  to  save 
your  corporate  headquarters,  but  with  Double-Take,  your  customers 
won't  know  it’s  gone. 


Mitt® 


Call  NSI  Software  at  888-674-9495 
or  visit  www.nsisoftware.com/cio 
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We'd  tell  you  who  some  of  our  major  clients  are,  but  they  might  have  us  killed.  Suffice 
it  to  say,  they're  people  for  whom  secrecy  is  paramount.  And  they  wouldn't  settle  for 
anything  but  the  best  security  software.  That's  why  they  turn  to  us.  But  they're  not  the 
only  ones.  Many  of  the  largest  companies  on  Earth  depend  on  us  for  their  authentication, 
authorization,  and  administration  security.  That's  how  we  got  to  be  the  world's  largest 
eBusiness  security  software  provider.  Every  day,  our  software  protects  millions  of  users, 
including  billions  of  dollars  in  wire  transfers.  And  we've  been  in  the  business  for  25 
years.  The  way  we  see  it,  if  you  don't  have  the  best  security,  you  don't  really  have  any. 
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Fortune  500  companies  demand  100%  uptime  and  reliability.  No  breaks.  No  glitches.  No  excuses. 
That’s  why  they  rely  on  Rackspace  Managed  Hosting  to  handle  their  web  sites.  And  Rackspace, 
in  turn,  trusts  AMD.  Surprised?  You  shouldn’t  be.  During  the  past  two  years,  thousands  of 
AMD  processor-based  servers  at  Rackspace  have  delivered  rock-solid  reliability.  The  scalability 


Richard  Yoo 

Founder  &  Chief  Technology  Officer 
Rackspace  Managed  Hosting 


to  endure  monstrous  spikes.  And  the  real-world  capability  that  makes  it  possible  for  Rackspace 
to  offer  not  just  great  service,  but  guaranteed  service.  The  fact  of  the  matter  is,  people  who  rely 
on  technology  rely  on  AMD.  So  if  your  business  has  to  meet  expectations  for  the  toughest 
customers,  find  out  how  AMD  makes  it  possible.  Learn  more  at  www.amd.com/rackspace 
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Pick  the  wrong  app  server  and  your 
Web  services  will  still  have  impact. 

Just  not  the  kind  you  were  hoping  for. 


iPlanet 


When  choosing  an  app  server  to  deliver  your  Web 
services,  the  decision  is  more  than  critical.  But  with 
the  iPlanet™  Application  Server  driving  your  business,  your  Web  services 
will  always  make  a  great  impression.  The  iPlanet  Application  Server  is 
the  engine  behind  Sun™  Open  Net  Environment  (Sun  ONE),  the  open 
software  architecture  fueling  the  innovation  of  tomorrow’s  most  intel¬ 
ligent  Web  services.  And  it’s  built  to  scale — big  time — so  you  can 
handle  almost  any  surge  in  planned  or  unplanned  users  with  grace 
and  aplomb.  In  fact,  it’s  one  of  the  most  robust,  most  comprehensive 
app  server  on  earth  for  delivering  communication,  collaboration  and 
portal  services.  It’s  also  the  first  app  server  to  achieve  the  rigorous 
J2EE™  certification.  No  wonder  The  Forrester  Group  rated  it  the  #1 
application  server  on  the  market  in  its  TechRankings™  for  May  2001. 


The  iPlanet  Application  Server  integrates  seamlessly  through  your 
legacy  systems,  so  you  can  launch  new  services  quickly.  Can  you 
say  “competitive  advantage"?  And  because  it’s  been  battle-tested  at 
some  of  the  world’s  most  successful  e-businesses,  from  interactive 
news  sites  to  some  of  the  largest  financial  institutions,  you  know  it 
will  deliver  the  goods.  With  those  kinds  of  credentials,  you  don’t  have 
to  look  very  hard  before  you  leap  into  smart  Web  services. 
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NEC  is  the  #1  best-selling  flat  panel  monitor  brand  according  to 
data  from  Stanford  Resources,  Inc.  Flat  Panel  Monitrak  Q4  ’oo. 

MultiSync  is  a  registered  trademark  of  NEC-Mitsubishi 
Electronics  Display  of  America 

©2001  NEC-Mitsubishi  Etectroiv-.s  Display  of  America,  Inc. 

All  rights  reserved.  Simulated  mage  in  monitor. 
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Think  NEC  MultiSync®  flat  panel  monitors  are  out  of  your  price  range?  Think  again. 
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great  performance,  lower  energy  consumption  and  space-saving  design,  all  at  a 
very  nice  price.  See  it.  Believe  it.  Buy  it.  SEE  mORE. 

To  find  out  how  to  save  even  more  go  to 


NEC/MITSUBISHI 

NEC-MITSUBISHI  ELECTRONICS  DISPLAY 


www.necflat.com/cio 
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Oracle  runs  SAP 

4  times  faster  than  IBM 
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Source:  sap.com 
That's  why  SAP  customers 
choose  Oracle  over  IBM  10  to  1. 

Interesting. 


SOFTWARE  POWERS  THE  INTERNET™ 


oracle.com 


Source:  http://www.sap.com.  SAP  Standard  Application  Benchmark.  ATO  Benchmark,  two-tier  Internet  configuration,  R/3  Releases  4.0-4  6,  May  29,  2001 . 

Configuration:  Fujitsu  Siemens  Primepower  2000, 128-processors  SMP,  Sparc64  560  MHz,  8  MB  L2  cache,  128  GB  main  memory. 

Copyright  ©  2001  Oracle  Corporation.  All  rights  reserved.  Oracle  is  a  registered  trademark,  and  Software  Powers  the  Internet  is  a  trademark  or  registered  trademark  of  Oracle  Corporation.  Other  names  may  be  trademarks  of  their  respective  owners. 
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CIO  adheres  to  the  guidelines 
of  the  American  Society 
of  Magazine  Editors;  you’ll 
find  them  detailed  at 

asme.magazine.org. 


Ethical  Standards 
for  IT  Analysts 


CIOs  from  large  companies  spend  more  than 
$500,000  a  year  on  IT  analyst  services.  Yet  the  in¬ 
formation  they’re  paying  for  is  often  not  as  objec¬ 
tive  or  thoroughly  analyzed  as  you  might  expect, 
given  the  price  tag. 

In  mid-June,  the  Securities  Industry  Association 
announced  new  guidelines  for  financial  analysts. 
The  move  was  triggered  by  the  indignation  of 
investors  who  hold  analysts  at  least  partly  to  blame 
for  their  failure  to  anticipate  the  end  of  the  boom 
market,  as  well  as  by  the  prospect  of  congressional 
hearings  into  the  matter,  the  first  of  which  was  held 
on  June  14.  The  set  of  practices  is  intended  to 
increase  the  integrity  of  research  and  the  objectiv¬ 
ity  of  analyst  recommendations  by  discouraging 
or  at  least  disclosing  conflicts  of  interest. 

The  guidelines  recommend  that  researchers  not 
report  to  the  investment  banking  arm  of  their  firms 
or  have  their  compensation  directly  linked  to  invest¬ 
ment  banking  transactions.  They  should  provide 
clear  and  prominent  disclosure  when  the  firm  is  an 
investment  adviser  to  the  company  the  analyst  fol¬ 
lows;  use  a  well-defined  rating  system  in  support 
of  recommendations;  disclose  when  an  analyst  or 
family  member  owns  shares  in  the  company;  and 
make  sure  that  personal  trading  is  in  line  with  rec¬ 
ommendations  (no  selling  when  analyst  says  buy). 

In  “How  to  Analyze  the  Analysts”  on  Page  64, 
Contributing  Writer  Lauren  Gibbons  Paul  reports  on 


similar  conflicts  for  IT  research  analysts.  “IT  ana¬ 
lyst  firms  accept  money  from  both  the  vendors  they 
cover  and  the  users  they  advise — clear  conflicts  of 
interest,”  she  writes  in  the  sidebar  “Who’s  Your 
Analyst  in  Bed  With?”  on  Page  69.  “A  growing  part 
of  some  analyst  firms’  revenues  comes  from  direct 
consulting  with  vendors  on  products  and  strategy. 
Those  same  firms  then  turn  around  and  write  reports 
for  users  on  those  same  client  companies.” 

IT  research  firms  should  adopt  their  own  guide¬ 
lines  for  standards  of  practice.  Here’s  a  start: 

■  Analysts  who  serve  consumers  of  technology  and 
those  who  serve  providers  should  operate  separately 
and  report  to  separate  business  units. 

■  Analysts  should  not  own  stock  in  the  companies 
they  write  about. 

■  Reports  should  disclose  when  a  company  being 
reviewed  is  also  a  client  of  the  company. 

■  Models,  methodologies  and  terminology  used  in 
forecasting  should  be  clearly  defined  and  incorpo¬ 
rated  into  reports. 

Until  such  guidelines  exist,  make  sure  you  get 
what  you  pay  for  by  following  the  advice  offered 
in  Gibbons  Paul’s  article.  It’s  the  most  useful,  clearly 
spelled  out  guide  I’ve  seen  on  this  subject. 

Do  you  think  IT  analysts  and  research  firms 
should  adhere  to  a  standard  set  of  ethical  guide¬ 
lines?  Let  me  know  at  lundberg@cio.com,  and  send 
me  your  suggestions  for  what  these  should  include. 
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There’s  not  enough  coffee  in  the  world  to  keep  a  staff  as  busy  as  yours  focused  on  firewall 
security  24/7.  So  why  not  let  the  world-class  security  analysts  at  OnlineGuardian  do  it  for 
you  -  and  save  you  money? 


More  than  simply  monitoring  your  firewalls,  OnlineGuardian  provides  complete  network 
security  management  services.  So  you  can  receive  intrusion  detection  reports,  log 
analysis,  incident  alerts,  risk  assessments  and  updated  protection  from  the  latest 
vulnerabilities.  Round  the  clock.  Which  means  we’re  able  to  spot  and  help  you  repair 
security  weak  spots  before  problems  occur. 


With  Operations  Centers  in  the  United  States,  Europe  and  Asia  Pacific,  it’s  no  wonder 
so  many  Fortune  1 000  companies  have  chosen  to  outsource  their  firewall  management 
to  OnlineGuardian.  Would  you  like  to  learn  more?  Join  us  for  a  free  cup  of  coffee  and  a 
prize  drawing  at  www.ubizen-secure.com/coffee/cio. 


OnlineGuardian  is  a  registered  trademark  of  Ubizen  nv.  ©  2001  Ubizen.  All  rights  reserved. 
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EVERY  PROJECT  NEEDS  A  CHAMPION 

I  just  finished  reading  “The  Taxman’s  Burden”  [April  1,  2001].  I  must  say,  I  think  you  were 
too  kind  to  the  IRS.  I  would  suggest  that  failure  of  this  $10  billion  project  will  have  more 
dire  consequences  to  the  IRS  then  just  a  loss  of  confidence  by  Congress  and  taxpayers. 
This  could  very  well  be  the  death  knell  for  that  organization,  especially  as  other  alterna¬ 
tives  to  the  IRS  come  forward. 

I  am  a  graduate  student  in  IS,  and  I  found  one  thing  curiously  missing  from  your  arti¬ 
cle:  the  fact  that  individual  projects  have  no  “champions”— no  one  to  nurture  the  smaller 
projects  along. 

Although  it  was  hard  for  me  not  to  make  little  aside  comments  to  what  you  wrote,  I 
must  confess  I  enjoyed  your  article  and  found  it  quite  educational.  It  will  certainly 
make  a  heated  topic  at  my  next  class  meeting. 

Michael  W.  Riherd  •  President  •  Networks  and  Databases  •  Phoenix  •  michaelrpt@home.com 


It’s  great  to  hear  that  the  story  will  pro¬ 
voke  discussion.  It  could  be  that  if  this 
project  fails  it  will  mean  the  end  of  the 
IRS  as  we  know  it,  but  none  of  the 
sources  we  interviewed — even  the  most 
pessimistic  of  them — were  willing  to  go 
quite  that  far.  One  advocate  for  tax 
simplification  quoted  in  the  story  does, 
nevertheless,  argue  that  some  of  the 
IRS’s  IT  woes  stem  from  the  complex¬ 
ity  of  the  current  tax  code.  Regarding 
champions  for  individual  projects,  the 
IRS  does  have  them.  Bert  Concklin,  the 
associate  commissioner  for  business 
systems,  notes  “every  dollar  and  line  of 
code  has  a  business  sponsor.  ”  Perhaps 
that  point  shoidd  have  been  more 
explicit.  -The  Editors 

“The  Taxman’s  Burden”  listed  some 
interesting  tidbits  and  factoids.  It  might 
have  been  better  to  title  it  “The  Tax¬ 
payers’  Burden.”  It  seems  amazing  to 
me  that  people  believe  there  will  be  an 
end  to  the  madness  for  the  IRS  data 
processing  problems.  From  the  concept 
of  political  appointees  to  the  concept 
of  working  with  pieces  of  a  large  pro¬ 
ject,  it  appears  that  many  people  may 


selling.  Universal  Studios,  for  example, 
may  make  movies,  but  it  is  in  the  busi¬ 
ness  of  selling  entertainment.  The  mar¬ 
keting  decision  makers  are  the  only 
ones  with  any  direct  claim  to  be  a  part 
of  the  business.  Of  course,  the  market¬ 
ing  effort  cannot  stand  alone.  That’s 
why  the  rest  of  us  have  jobs. 


still  be  missing  the  point. 

If  the  whole  project  is  too  com¬ 
plex,  why  would  breaking  it  up 
help?  Instead  of  one  massive 
adjustment  cycle,  one  might  hit 
multiple  potential  adjustments.  Unless 
we  assume  that  the  IRS’s  history  of 
missing  the  target  would  disappear 
with  little  goals,  the  organization  is  des¬ 
tined  to  fail  again. 

It  would  be  interesting  to  see  what 
would  happen  if  the  process  was  put  up 
for  competitive  bid.  I  mean,  to  be  devel¬ 
oped,  run  and  managed  for  the  govern¬ 
ment  by  a  profit-oriented  company. 
What  an  IPO  that  would  make! 

Ronald  E.  Stanton 
Senior  Consultant 
Midrange  Systems  Specialists 
Kernersville,  N.C. 
rpgman@worldnet.att.  net 

WE  ALL  HAVE  SOMETHING 
TO  SELL 

Mr.  Zarb’s  letter  to  the  editor  published 
in  the  April  15,  2001,  letters  section  of 
CIO  is  on  track,  but  it  fails  to  correct 
a  recurring  myth.  There  is  only  one 
business  in  the  world — the  business  of 


IT  training  has  little  to  do  with  sell¬ 
ing  things.  Chances  are,  you  got  to  be 
the  CIO  by  developing  your  technical 
and  management  skills.  Those  skills 
will  serve  you  well  in  middle  or  even 
upper  management,  but  they  are  more 
or  less  irrelevant  to  the  business.  I  do 
not  know  where  the  CIO  box  ought  to 
hang  on  the  organization  chart.  But  I 
do  know  that  to  be  part  of  the  strate¬ 
gic  planning  and  decision-making 
process,  you  must  bring  ideas  and  solu¬ 
tions  to  the  table  that  will  significantly 
enhance  the  ability  of  the  company  to 
sell  things. 

CIO  does  well  to  offer  articles  on 
marketing,  forecasting  and  other  essen¬ 
tial  skills.  But  if  you  want  function  at 
the  top,  chances  are  you’re  going  to 
need  an  MBA  and  a  lot  of  experience 
outside  of  IT. 

No  one  is  invited  to  the  boardroom 
by  whining  about  lack  of  respect  or 
recognition  for  their  accomplishments. 
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SIEMENS 


Make  your  business  mobile  with  IP  solutions  for  the  convergence 
of  voice  and  data  networks. 


Wants  to  be  an  architect 


Wants  to  take  over  daddy's  company 


Wants  to  change  the  world 


Envision  your  own  future.  Hi  Path  takes  you  therej 

You're  investing  a  small  fortune  integrating  e-commerce  into  your  core  business! 
processes  and  technologies.  You  need  an  e-CRM  solution.  You  have  mobile  1 
employees  who  work  remotely.  And  on  the  horizon  shines  the  future  of 
converged  networks,  with  easier  integration,  user  access  and  management. 

You  need  a  technology  investment  strategy.  One  that  lets  you  build  advanced 
solutions  today  for  the  Next  Generation  Internet  and  evolve  to  a  converged 
network  without  losing  valuable  time  or  money.  You  need  HiPathT,M  Siemens 
Enterprise  Convergence  Architecture.  Be  it  conventional,  IP  or  hybrid  networks. 
Network  neutral  applications.  All  the  services  you  need  to  realize  your  vision. 
HiPath,  from  Siemens  Information  and  Communication  Networks  handles  it 
all.  Learn  about  a  beautiful  future,  and  a  limited  time  offer  for  free  VoIP.  Catch 
the  details  now  at  www.freevoipfromsiemens.com/cio. 


Free  VoIP. 

Limited  Time  Offer. 


obile  business 


Call  1-888-333-5567,  or  go  to 
www.freevoipfromsiemens.com/cio 


For  complete  terms  and  conditions,  as  well  as  other  special  offers  on  IP  solutions,  see  our  website  at 
www.freevoipfrornsiemens.com/cio,  or  call  1  888-333-5567.  Must  take  delivery  by  September  30,  2001 


Out  of  Thin  Air 

When  the  world’s  greatest 
golfers  tee  off  July  1 9  at  the 
British  Open  at  Royal  Lytham 
&  St.  Anne’s  course,  a  unique 
piece  of  technology  will  help 
television  producers  replicate 
for  viewers  a  crucial  but  invisi¬ 
ble  major  factor — the  wind. 

“With  the  Unisys  wind  stick 
and  associated  technology,  the 
television  audience  can  more 
closely  experience  what  the 
golfers  feel,  particularly  at  Britain’s 
breezier  courses,”  notes  David 
Fox,  Director  of  Sports 
Marketing  at  Unisys. 

Unisys,  which  has  provided 
scoring  for  The  Open  for  22  con¬ 
secutive  years,  developed  the 
wind  stick  technology  in  response 
to  a  challenge  from  ABC  Sports, 
which  wanted  to  enhance  stan¬ 
dard  television  graphics  showing 
things  like  distance  to  the  hole 
and  driving  distance. 

“The  wind  is  critical  to  the 
player’s  focus,”  notes  Jack 
Graham,  Golf  Producer  at  ABC. 
“With  the  wind  stick,  we  can 
create  graphics  that  show  the 
wind  speed  and  direction  at  the 
moment  the  golfer  swings.  We 
can  show  how  it  changes  dur¬ 
ing  the  ball’s  flight  and  how  it 
affects  the  shot.  It's  great  stuff.” 

Unisys  is  proud  to  provide 
scoring  and  wind  stick  technology 
at  the  1 30th  British  Open  Golf 
Championship,  July  19-22. 
www.aheadforebusiness.com 
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We  have  a  head  for  e-business. 
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If  you  want  to  be  involved,  you  must 
make  yourself  invaluable. 

Dave  Koontz 

Director  for  Financial  Management 
and  Reporting 
Biola  University 
La  Mirada,  Calif. 
dave_koontz@peter.biola.edu 

ON  THE  MARK 

I  am  the  president  of  a  small  consult¬ 
ing  firm.  Our  exclusive  business  focus 
so  far  has  been  on  the  energy  industry, 
providing  it  with  both  business  and 
IT  solutions.  In  the  April  1,  2001,  issue 
you  published  “ERP  Implementa¬ 
tion  in  10  Easy  Steps”  [Trendlines]. 
Although  I  hardly  ever  take  the  time  to 
editorialize  about  things  I  read,  I  have 
got  to  make  an  exception.  Your  list  was 
witty,  courageous  and  right  on  the 
money.  Curiously  enough,  among  our 
clients  the  CIO  is  usually  the  one  who 
brings  in  SAP  and  the  consultants. 

Antonio  M.  Szabo 
President 
Stone  Bond  Corp. 

Houston 
aszabo@stonebond.  com 

THE  TRUTH  ABOUT 
GOVERNMENT  I.T. 

With  respect  to  your  article  “Big  D,  Lit¬ 
tle  IT”  [April  15,  2001],  I  can  definitely 
empathize  with  Mr.  McFarland  [Dal¬ 
las’s  CIO].  I’ve  spent  nearly  20  years  in 
the  public  sector  IT  agency  for  one  of 
the  largest  cities  in  America,  and  hav¬ 
ing  risen  to  a  senior  management  posi¬ 
tion  I  can  relate.  The  perception  some 
people  have  is  that  government  employ¬ 
ees  have  it  easy.  I  am  glad  to  see  that 
your  article  gave  the  other  side  of  the 
government  IT  story. 

Is  it  any  wonder  that  Gartner  reports 
that  the  best  and  brightest  top  execu¬ 
tives  in  state  and  local  government  IT 
have  been  in  that  position  for  less  than 
three  years  and  are  leaving  in  droves 
for  the  private  sector?  I  know  of  sev¬ 


eral  government  IT  executives  who 
valiantly  fought  many  a  political  battle 
and  survived  but  were  promptly 
ambushed  by  some  politician  looking 
for  a  scapegoat.  These  IT  executives 
were  underpaid,  overworked,  under¬ 
funded,  understaffed  and  tasked  with 
making  impossible  IT  dreams  a  reality. 
Not  to  mention  the  difficulty  in  attract¬ 
ing  superior  IT  talent  with  below  indus¬ 
try  average  pay,  aging  infrastructures 
and  an  unwieldy  bureaucracy. 

A  human  can  only  take  so  much  in 
the  government  sector  before  the  pri¬ 
vate  sector  becomes  attractive.  Several 
of  my  fellow  public  sector  IT  executives 
have  left  the  government  wastelands  for 
privately  held  or  publicly  traded  com¬ 
panies.  I  recently  resigned  my  position 
to  join  a  large  e-business  software  and 
solutions  provider.  Yet  government  IT 
needs  superior  executive  talent  in  order 
to  provide  the  infrastructure  necessary 
to  support  government  and  its  services 
to  the  citizens. 

What  can  be  done?  Education.  Your 
article  goes  a  long  way  toward  dis¬ 
pelling  many  myths  about  a  govern¬ 
ment  CIO’s  job.  I  can  only  hope  and 
pray  that  articles  like  this  one  find  their 
way  to  government  decision  makers. 
Without  an  ability  to  rapidly  adapt  to 
change,  bypass  bureaucratic  slowness 
and  hire  the  most  talented  people,  gov¬ 
ernment  IT  will  truly  develop  into  the 
stereotypical  government  agency:  ineffi¬ 
cient,  unproductive  and  a  place  for  peo¬ 
ple  awaiting  retirement. 

Jack  McRae 

Senior  Vice  President 
Computer  Associates  International 
Islandia,  N.Y. 
jack.mcrae@ca.  com 

WHAT  DO  YOU  THINK? 

Send  your  thoughts  and  feedback 
to  letters@cio.com.  Letters  may  be 
edited  for  length  or  clarity. 


o  become  an  e-business,  some  compa 
i  suggest  you  throw  everything  away. 


ather  than  looking  at  what  you  don’t  have  to  get  started  in  e-business, 
Unisys  people  look  at  what  you  do  have.  We  use  our  decades  of  experience 
and  can-do  spirit  to  find  solutions  that  fit  your  particular  needs. 

We’re  not  looking  for  a  quick  sale.  We  want  a  long-term  partnership 
that  starts  from  where  you  are  and  takes  you  to  new  levels  of  success.  | 
Visit  our  website  at  www.aheadforebusiness.com. 


©  2001  Unisys  Corporation.  Unisys  is  a  registered  trademark  of  Unisys  Corporation 
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GETTING  ALIGNMENT  RIGHT 


TIMES  OF  ECONOMIC  UNCERTAINTY  are  also  times  of  great 


opportunity.  They  force  us  to  rethink  our  strategies  and  visions,  to  re¬ 
examine  how  we  deploy  our  resources,  and  to  jettison  marginal  areas  of 
the  business  and  focus  on  those  contributing  most  to  the  bottom  line.  It's 
often  during  this  rethinking  process  that  we  hit  upon  new  ways  of  work¬ 
ing  together  that  in  turn  create  imaginative,  breakthrough  models. 

DIFFERENT  VOICES/SHARED  VISIONS:  GETTING  ALIGNMENT 
RIGHT,  October  14  -  16,  2001  at  The  Westin  Mission  Hills  Resort  in 
Rancho  Mirage,  CA,  lets  senior  technology  and  business  executives 
strengthen  the  bonds  between  them  and  share  new  approaches.  Our  pre¬ 
senters  are  drawn  from  the  ranks  of  senior  executives  who  are  finding  new 
ways  of  energizing  and  mobilizing  IT  and  business  units.  They  are  forming 
shared  visions  that  create  new  value,  a  higher  ROI,  and  more  strategic 
deployment  of  technology. 


This  October  also  marks  a  special  milestone:  our  25th  CIO  Perspectives® 
conference.  Do  plan  to  join  us,  and  add  your  voice  to  the  vision. 


October  14  -  16,  2001 


The  Westin  Mission  Hills  Resort 


Rancho  Mirage,  California 


is  10ns 


GETTING  ALIGNMENT  RIGHT 


THE 


CIOs:  Grab  your  favorite  (or 
maybe  your  least  favorite)  CXO. 
Get  off-campus  and  spend 
some  quality  time,  engage  in 
serious  discussions  and  take 
advantage  of  networking  and 
other  bonding  activities.  Call 
us  at  800  366-0246;  fax  us 
at  508  879-7720;  or  visit  us 
at  www.cio.com/conferences. 


INTERNET  and  related  technologies  have  spawned  entirely  new  business 
methods  and  models;  virtually  every  organization  has  new  e-business  units 
headed  by  managers  with  titles  unknown  just  a  few  years  ago.  CEOs,  CFOs  and 
other  CXOs  have  more  to  say  about  the  technology  decision-making  process, 
while  CIOs  are  expected  to  contribute  more  to  the  business  strategy.  The  defi¬ 
nitions  of  customer  and  partner  have  changed  —  and  their  expectations  of  your 
company  have  changed  as  well. 

Today's  economy  is  putting  even  greater  pressures  on  IT  and  business  to  be  in 
closer  alignment.  Companies  are  placing  a  heavier  burden  on  IT  to  help  launch 
initiatives  that  focus  on  the  customer,  take  advantage  of  new  opportunities,  bol¬ 
ster  the  bottom  line,  and  improve  cost  efficiencies  in  existing  operations. 

These  efforts  require  solid  strategies,  clear  prioritization,  the  understanding 
and  buy-in  from  traditional  and  e-business  units,  and  the  right  infrastructure  and 
resources  in  place  to  support  it  all.  Turf  wars  and  finger-pointing  definitely  won't 
cut  it;  success  will  only  come  when  different  voices  embrace  shared  visions. 
Executives  in  both  business  and  IT  camps  need  to  create  an  environment,  and 
fashion  a  partnership  and  process  to  make  this  happen. 

For  our  25th  CIO  Perspectives®  conference,  we've  tailored  an  agenda  to  help 
CIOs  and  CXOs  meet  the  new  challenges  and  take  advantage  of  the  new  oppor¬ 
tunities.  Learn  how  to  "get  it  right"  from  the  different  voices  and  experiences  of 
top  business  and  technology  executives,  and  move  on  to  create  your  own  suc¬ 
cess  stories  born  of  your  shared  visions. 

We'll  also  have  the  opportunity  to  strengthen  existing  bonds  and  develop  new 
ones  during  the  Sunday  morning  golf  tournament,  at  informal  breakfast  round¬ 
tables,  lunches,  receptions,  our  Tuesday  night  Harvest  Moon  CIO  dinner,  and  at 
other  hospitality  events. 

Join  us  at  The  Westin  Mission  Hills  Resort,  in  the  heart  of  the  world-renowned 
Palm  Springs  area,  for  a  spectacular  desert  setting  surrounded  by  breathtaking 
mountain  ranges. 


Sharing  their  voices 

and  visions  with  us: 


ANDREA  ANANIA,  senior  vice  president  &  CIO,  Cigna  Corp.,  on  how  you  align  IT  to 
deliver  strategic  applications  rapidly  and  get  the  most  out  of  the  money  being  spent. 

DR.  RICK  BRINKMAN,  psychologist,  holistic  medicine  doctor,  comedian,  and  co¬ 
author  of  Dealing  With  People  You  Can't  Stand  —  How  to  Bring  Out  the  Best  in 
People  at  Their  Worst  (Serious  stuff,  in  a  funny  package.) 

ROBERT  COHEN,  vice  president  &  CIO,  and  DR.  JAMES  PUSEY,  vice  president  of 
marketing,  AstraZeneca,  on  the  prerequisites,  process  and  benefits  of  co-evolving 
business  and  IT  strategies. 

J.  BRIAN  FERGUSON,  president,  Chemicals  Grouj^  and  ROGER  K.  MOWEN,  vice 
president,  Global  Customer  Services  Group  &  CIO,  Eastman  Chemical,  on  develop¬ 
ing  relationships  that  enable  the  business  to  grow. 

MARTHA  HELLER,  the  force  behind  www.cio. corn's  Sound  Off,  and  now  director  of  its 
Best  Practice  Exchange.  She  brings  along  a  panel  of  CIOs  willing  to  share  both 
visions  and  nightmares. 

JANEY  PLACE,  executive  vice  president,  E-Commerce  Strategy,  Mellon  Financial 
Corporation,  on  how  you  get  everyone  to  understand,  accept  and  begin  acting 
in  new  roles  when  it  comes  to  e-business. 

RICK  SWANBORG,  president  and  founder  of  ICEX.  In  his  time,  a  manager,  consultant, 
researcher,  and  entrepreneur;  now,  head  of  a  research  and  content  management 
firm  dedicated  to  helping  business  leaders  make  better  decisions  on  leveraging 
information  technology. 

BRUCE  TULGAN,  author  of  Winning  the  Talent  Wars,  on  the  new  attitudes  of  Generations 
X  and  Y  toward  the  traditional  employment  relationship,  and  what  these  very  differ¬ 
ent  voices  can  contribute  to  our  organizations. 

DR.  JAMES  WETHERBE,  our  conference  moderator,  professor  of  IT  at  Texas  Tech 
University,  on  aligning  clicks  with  bricks  strategies. 


Plus  special  addresses  by: 

CLAYTON  CHRISTENSEN,  author  of  The  Innovator's  Dilemma,  and  professor  at 

the  Harvard  Business  School,  on  how  established  companies  can  use  disruptive 
innovations  to  create  new  growth  opportunities. 

DR.  DENNIS  N.  T.  PERKINS,  author  of  Leading  at  the  Edge:  Leadership  Lessons 
from  the  Extraordinary  Saga  of  Shackleton's  Antarctic  Expedition,  sharing  what 
voices  from  the  past  can  teach  us  about  a  group  that  remained  cohesive, 
congenial,  and  mercifully  alive  despite  seemingly  insurmountable  obstacles. 
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GETTING  ALIGNMENT  RIGHT 


If  this  is  your  first  CIO  conference, 
your  business  card  is  required 
to  process  your  registration. 


TJY1 

CHECK  ALL  THAT  APPLY: 

ENROLLMENT  FEES: 

□  IT  PRACTITIONER/EXECUTIVE  =  $2,680 

This  fee  applies  if  you  are  a  CIO,  IS  executive  or  hold  another 
executive  position  other  than  those  listed  below. 

O  GOVERNMENT/MILITARY  =  $3,000 

This  fee  includes  your  hotel  for  three  nights.  Do  not  make  your  hotel 
reservations,  CIO  will  make  them  for  you. 

Arrival  Date _  Departure  date _ 


NAME  OF  COMPANION  (IF  PARTICIPATING  IN  COMPANION  PROGRAM) 

HOTEL  ACCOMMODATIONS 

We  urge  you  to  make  your  reservations  early  by  calling  the  hotel  between 
8am  -  5pm  PST  at  760  328-5955  and  identifying  yourself  as  part  of  the  CIO 
conference  to  receive  the  conference  rate.  CIO  will  make  hotel  reserva¬ 
tions  for  government/military  participants  only.  Be  sure  to  guarantee 
your  room  with  a  credit  card,  as  all  unreserved  or  unguaranteed  rooms  will 
be  released  on  Sept.  21, 2001.  Hotel  reservations,  cancellations  and 
charges  are  your  responsibility.  If  a  CIO  conference  Enrollment  Form  is  not 
received  within  48  hours  of  making  your  hotel  reservation,  your  room  will 
be  released  from  the  CIO  room  block. 


O  SALES/MARKETING/CONSULTING  =  $10,000 

This  fee  applies  if  you  hold  a  sales,  marketing,  new  business  develop¬ 
ment  or  consulting  position,  including  executive  management  of  IT 
vendor  and  consulting  companies.  This  fee  is  payable  by  company 
check  only.  CIO  will  make  the  final  determination  of  this  category. 

O  COMPANION  PROGRAM  =  $350 

Companions  must  be  enrolled  in  this  program  to  attend  any 
conference-related  functions  including  all  scheduled  meals, 
receptions,  entertainment,  companion  breakfast,  and  planned 
companion  activities.  Conference  session  attendance  is  not  included. 


ENROLLMENT  FEES 

All  enrollment  fees  must  be  paid  in  advance  of  the  meeting.  Fee 

includes  conference  sessions,  business  briefings,  Corporate  Host  displays, 
conference  materials  and  scheduled  meals,  receptions  and  entertainment. 
Transportation,  hotel  and  recreation  are  your  responsibility.  Please  note 
that  submission  of  this  enrollment  form  to  CIO  obligates  the 
attendee/sender  for  the  enrollment  fee. 

CANCELLATION 

All  cancellations  or  substitutions  must  be  made  in  writing.  You  may 

cancel  your  conference  or  companion  enrollment  up  to  Sept.  14,  2001 
without  penalty.  A  $350  administration  fee  will  be  imposed  for  cancellations 
between  Sept.  15  -  Sept.  28,  2001 .  No  refund  or  credit  will  be  given  for 
cancellations  after  September  28,  2001  or  for  no  shows.  You  may  send  a 
substitute  in  your  place.  CIO  reserves  the  right  to  decline  enrollment  to  any 
registrant.  All  cancellations  must  be  received  in  writing. 


PAYMENT 


□ 

□ 


Check  enclosed,  mail  to:  Executive  Programs,  CXO  Media  Inc., 

Box  D3620,  Boston,  MA  02241-3620. 


P.O.# 


(A  complete  Purchase  Order  must  be  submitted  within  10  days) 

□  AMEX  O  Visa  □  MC  Exp.  _ 

O  Credit  Card  # _ 

Signature _ 

O  I  am  not  staying  at  the  The  Westin  Mission  Hills  Resort. 

Name  of  alternate  hotel  _ 


To  enroll,  CALL  800  366-0246,  visit  our  WEB  SITE  at 
www.cio.com/conferences  or  FAX  us  at  508  879-7720. 


Edited  by  Sandy  Kendall 


Barter  Boom 
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By  Lauren  Capotosto 


GOT  SOME  TIME  TO  SPARE?  Trade  a 
few  hours  of  your  IT  expertise  for  an 
Argentine  Tango  social  dance  lesson  or  a 
custom-made  pistol  and  rifle  case.  According 
to  The  International  Reciprocal  Trade 
Association,  a  Chicago-based  group  that 
promotes  barter,  the  barter  business  is  on 
the  rise,  with  1.2  million  businesses  expected 
to  swap  goods  and  services  in  North 
America  within  a  decade.  That’s  four  times 
the  300,000  companies  that  barter  goods 
and  services  today. 

Online  barter  companies,  which  have 
emerged  in  recent  years,  can  take  some  credit 
for  this  boost.  Take  All  Business  Barter,  the 
online  barter  company  backed  by  American 
Express.  The  San  Francisco-based  company 
claims  75,000  members.  “Barter  is  the  old¬ 
est  business  in  the  world,”  says  Bippy  Siegal, 
CEO  of  All  Business  Barter.  “It  used  to  be 
that  if  you  wanted  to  participate  in  barter, 
you  needed  to  be  part  of  a  local  exchange  or 
hook  up  with  a  broker.  But  the  Internet  cre¬ 


ates  an  instant  catalog.”  Other 
barter  sites  include  Isolve.com 
and  Targetbarter.com. 

Companies  and  individuals 
post  goods  and  services  on¬ 
line,  attributing  a  specific 
“trade  dollar”  amount  to 
them  (one  U.S.  dollar  is  equiv¬ 
alent  to  one  trade  dollar). 

Once  a  sale  is  made,  barter 
companies  take  a  percentage 
and  credit  the  seller  with  trade 
dollars,  which  must  be  re¬ 
deemed  on  the  site.  Then  the 
barter  company  simply  sub¬ 
tracts  the  appropriate  trade 
dollars  from  the  seller’s  account 
when  he  purchases  something. 

Companies  barter  largely  to  save  cash, 
says  Siegal,  who  anticipates  that  the  eco¬ 
nomic  downturn  will  bring  new  customers. 
Other  reasons  to  barter  include  acquiring 
new  customers  and  obtaining  hard-to-find 


items  (for  example,  custom-flavored  gum 
and  interactive  clock  repair  books,  both  All 
Business  Barter  items  up  for  grabs).  Moin 
Ghatala,  CEO  and  owner  of  the  San  Fran¬ 
cisco-based  computer  and  software  sales 
company  A&M  Computers,  used  All 
Business  Barter’s  services 
to  move  five  laser  printers 
that  had  been  collecting 
dust  in  the  company  ware¬ 
house  for  six  months.  He 
posted  the  printers  on  the 
All  Business  Barter  web¬ 
site  and  sold  all  of  them  in 
less  than  a  week.  He’s 
used  his  trade  dollars 
for  restaurant  vouchers 
and  toner  cartridges,  with 
some  cash  left  to  spend  on 
the  site. 


Department 

o0fBIG, 

ocary 

Numbers 


53:  percent  of  surveyed  cell  phone  owners  not  likely  to  turn  their 
phones  off  at  the  movies  or  other  entertainment  venues 
60:  percent  not  likely  to  turn  their  cell  phones  off  in  religious 
services  90:  percent  unable  to  identify  their  wireless  standard 

81:  percent  of  small  businesses  online  that  cannot  enter  custome 


)ftw3r6  proerarr 


$8.5  TRILLION:  value  of  worldwide  B2B 


Internet  commerce  estimated  for  2005 
Sources:  AirPrime,  Sage  Software,  Gartner 
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Lucent  Seeks 
Illumination 

LUCENT  TECHNOLOGIES,  THE 

communications  provider  based  in  Mur¬ 
ray  Hill,  N.J.,  recently  donated  a  total  of 
$10  million  to  a  trio  of  business  schools  to 
find  out  how  wireless  devices  and  data  mo¬ 
bility  change  the  way  consumers  behave  and 
how  that  will  force  changes  in  business  models. 

Boston  University  School  of  Management,  The  London  Business 
School  and  France's  INSEAD  business  school  have  created  a  forum 
called  The  Mobile  Innovation  Initiative  (Mil)  that  will  meet  six  times 
a  year  to  investigate  topics  ranging  from  historical  infrastructure 
investments  to  possible  future  mobile  applications.  “We  will  be  look¬ 
ing  into  what  the  next  mobile  services  will  be... and  how  consumer 
behavior  will  be  changed  with  these  capabilities,”  says  Nalin  Kula- 
tilaka,  Mil’s  director  of  research  and  a  professor  of  finance  at  Bos¬ 
ton  University. 


One  way  to  peer  into  the  future  is  to  study 
the  past,  Kulatilaka  says.  “We’ve  begun 
asking  what  happened  around  massive 
historic  capital  investments— railroads 
and  interstate  highways,  for  example. 
Just  as  the  rise  of  railroads  brought 
about  the  growth  of  the  telegraph, 
we’ll  look  for  what  might  follow  the 
convergence  of  the  Internet  and 
wireless  mobility,”  he  says. 

Mil’s  findings  will  be  made  public 
on  the  Lucent  website  and  at  conferences 
later  this  year,  says  John  C.  Henderson,  chairman  of  Boston  Uni¬ 
versity’s  management  information  systems  department  and  execu¬ 
tive  director  of  the  BU  Institute  for  Leadership  in  the  Dynamic 
Economy,  the  institute  under  which  Mil  is  organized.  “This  program 
will  also  allow  industry  fellows  to  work  in  a  university  setting  and 
vice  versa.  Our  goal  is  to  create  an  environment  where  data  mobility 
topics  can  be  discussed  across  several  disciplines.” 

Through  its  involvement  Lucent  hopes  to  gain  insight  into  where 
it  should  build  alliances  for  future  business  development. 

-Stewart  Deck 
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Books.  CDs.  electronics,  toys,  software.  You  name 
it.  you  can  find  it  at  Amazon.com.  But  when  it  was 
time  for  these  online  pioneers  to  do  some  shopping 
of  their  ow  n.  they  turned  to  SAS.  That's  because 
we  delivered  just  w  hat  Amazon.com  was  searching 
for  the  next  generation  of  thinking  on  data  min¬ 
imi  and  e- Intelligence.  And  a  reliable  wav  to  make 
sense  out  of  an  overwhelming  volume  of  raw  Web 
data.  So  now  the  folks  at  Amazon.com  can  learn 
more  about  what  their  online  shoppers  really  want. 
Leverage  supplier  relationships  for  reduced  costs. 
And  ensure  that  everyone  is  working  together  to 
make  each  customer  experience  better  than  the  last. 
To  find  out  what  SAS  could  do  for  your  business, 
call  us  at  800-727-0025  or  stop  by  www.sas.com. 


T he  Power  to  Know- ,  S3S 

e-intelligence 
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Hacks? 

What  Hacks? 

SEN.  ROBERT  BENNETT  (R-Utah),the 
Senate’s  computer  security  point  man, 
wants  you  to  start  reporting  hacks  of  your 
company  networks  to  the  government.  But 
he  thinks  you  need  a  little  incentive.  His 
plan?  To  pass  a  new  law  that  exempts  any 
information  that  businesses  share  on  hacks 
from  disclosure  under  the  Freedom  of  Infor¬ 
mation  Act  (FOLA). 

It  sounds  reasonable  enough.  The  gov¬ 
ernment  needs  this  information  to  under¬ 
stand  why  attacks 
occur  and  to  develop 
better  security  pro¬ 
tections.  FOIA  is  a 
law  that  lets  the  pub¬ 
lic  request  internal 
government  docu¬ 
ments — like  memos 
about  Gulf  War  vet¬ 
erans’  illnesses  or 
FBI  files  about  criminal  gangs.  Companies 
fear  that  if  reports  of  their  security  weak¬ 
nesses  are  aired  publicly  (the  press  is  a 
major  FOIA  user),  the  information  would 
cast  doubt  on  their  future  health  and  their 
stock  prices  could  slide. 

Bennett’s  critics,  however,  see  a  slip¬ 
pery  slope,  leading  to  companies  cov¬ 
ering  up  problems  that  investors  and 
customers  should  know  about.  Scott 
Armstrong,  a  journalist  and  founder  of 
the  National  Security  Archive,  says  it’s  not 
clear  how  the  government  would  define 
what  constitutes  protected  information 
about  a  network  intrusion.  Hypothet¬ 
ically,  a  software  company  could  use  such 
a  law  to  cover  up  that  it  knew  there  were 
vulnerabilities  in  its  product  before  it  was 


Robert  Bennett 
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sold  but  did  nothing  about  it. 

Armstrong  thinks  most  information  that 
companies  would  legitimately  want  to  keep 
secret  is  already  protected  by  existing  FOIA 
exemptions.  The  statute  shields  proprietary 
information  about  companies  and  data 
about  law  enforcement  investigations. 

At  press  time,  Bennett  was  planning  to 
introduce  his  bill  this  summer.  Similar 
legislation  sponsored  by  Reps.  Tom  Davis 
(R-Va.)  and  Jim  Moran  (D-Va.)  went 
nowhere  last  year,  but  the  idea  has  influ¬ 
ential  friends.  Backers  include  companies 
in  the  banking,  telecommunications, 
electricity  and  IT  industries.  For  more 
on  this  issue,  see  “Break  Glass,  Pull 
Handle,  Call  FBI”  (June  1,  2001). 

-Stephanie  Viscasillas 

The  Man  to  See 
About  IT  Policy 

John  Graham,  head  of  The  Harvard  Center 
for  Risk  Analysis,  is  a  leading  skeptic  of 
the  value  of  government  regulation.  And 
he’s  the  man  President  Bush  hopes  to  put 
in  charge  of  deciding  which  regulations — 


including  those  relating  to  IT  policy — go 
on  the  books.  If  he’s  instated  he’ll  pass 
judgment  on  everything  from  whether 
agencies  will  put  their  forms  online  to  what 
companies  have  to  do  to  protect  the  pri¬ 
vacy  of  financial  or  medical  data  they  keep 
about  customers. 

Graham,  whose  confirmation  by  the 
Senate  as  head  of  the  Office  of  Information 
and  Regulatory  Affairs  (OIRA)  was  immi¬ 
nent  at  press  time,  is  controversial.  He’s 
taken  strong  stands  against  some  regula¬ 
tions,  like  proposals  to  prohibit  using  cell 
phones  while  driving,  arguing  their  costs 
outweigh  their  benefits.  And  he’s  been  crit¬ 
icized  for  kowtowing  to  companies  that 
fund  his  research  (consumer  advocates 
jumped  on  the  fact  that  AT&T  had  funded 
his  cell  phone  research).  Meanwhile,  some 
detractors  contend  he’s  ill-qualified  to 
make  IT  policy.  Gary  Bass,  executive  direc¬ 
tor  of  OMB  Watch,  a  government  watch¬ 
dog  group,  thinks  the  OIRA  head  should 
have  some  technology  expertise  (Graham 
is  a  professor  of  policy  and  decision  sci¬ 
ences).  No  past  OIRA  administrators  have 
been  technologists,  though  former  Presi¬ 
dent  Clinton’s  appointee,  Sally  Katzen,  was 
an  expert  in  telecommunications  law.  At 
his  confirmation  hearings  in  May,  Graham 
said  he  simply  calls  things  as  he  sees  them. 
No  senators  on  the  Governmental  Affairs 
Committee  asked  for  his  views  on  IT  issues 
during  the  confirmation  hearings,  and  he 
didn’t  volunteer  any. 

-S.  Viscasillas 

What  aspects  of  e-commerce  should  gov¬ 
ernment  regulate ?  Tell  Senior  Editor  Elana 
Varon  at  evaron@cio.com.  Editorial  Assis¬ 
tant  Stephanie  Viscasillas  can  be  reached 
at  sviscasillas@cio.com. 


“Many  of  the  proposed  solutions  to  fight 
spam  have  been  clearly  insufficient  to 
counter  the  ingenuity  of  all  the  people 
out  there  in  this  ubiquitous  Internet.” 


-Rep.  Darrel  E.  Issa  (R-Calif.) 
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9/ntil  Now ; 

Freedom 


Control 

Were  Mutually 
Exclusive. 


The  world  of  business  communications  has  changed  thanks  to  Captaris,™  the  leader  in  unified 
communications  and  mobile  business  solutions.  Who  are  we?  Until  now,  our  name  was  AVT,  But 
we’re  known  best  for  RightFax,®  CallXpress,®  MediaLinqf  and  lnfinite™-proven  tools  that  allow 
you  to  cost-effectively  manage  the  flow  of  communication  such  as  messaging,  documents,  and 
critical  data  from  virtually  any  communications  device.  Best  of  all,  your  existing  CRM,  groupware 
and  other  software  applications  work  seamlessly  with  our  products,  saving  you  endless 
headaches  and  dollars.  You  get  the  freedom  to  work  anywhere,  anytime-with  complete 
control  of  vital  business  information,  and  costs.  It’s  the  best  of  both  worlds.  And  it’s  sure  to  make 
a  world  of  difference.  For  details,  visit  www.captaris.com  or  call  1  -425-820-6000.  Captaris,  Inc., 
formerly  AVT  Corporation  (NASDAQ:  AVTC),  now  trades  under  the  NASDAQ  symbol  CAPA. 

K*}  Captaris 

Business  within  your  reach. 
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Reputations 
Online 


By  Meridith  Levinson 


WOULDN’T  IT  BE  NICE  if  you  could 
find  unbiased  people  to  give  theh  opinions 
of  a  potential  employee?  RepCheck.com, 
launched  in  January,  seems  to  offer  such  a 
service  with  its  100-plus  MB  database  of 
the  names  of  25  million  Americans.  But 
don’t  count  on  its  helping  you  in  your  hir¬ 
ing  dilemmas. 

Los  Angeles-based  RepCheck  promotes 
its  website  as  “the  most  comprehensive 
source  of  information  regarding  the  oppor¬ 
tunities  and  risks  of  interacting  with  any 
individual.”  Of  its  25  million  entries 
(names  obtained  from  the  White  Pages), 
just  50,000  may  also  include  the  city  and 
state  in  which  they  live  and  comments  writ- 


L.  E  A  D  E  R  S  II  I  1* 

Vision  Thing 

GEORGE  H.W.  BUSH  (a  k  a.  the 

president's  father)  is  a  content  man, 
happy  to  watch  his  grandchildren 
grow  and  his  sons  try  to  quell  politi¬ 
cal  firestorms  (besides  his  namesake 
the  president,  son  Jeb  is  Florida’s 
Republican  governor).  So  when 
addressing  1,000  attendees  at  the 
recent  GigaWorld  IT  Forum  in  Las 
Vegas,  the  elder  Bush  wasn’t  afraid  to 
acknowledge  he  knows  little  about  IT. 

“I  didn’t  understand  a  word,"  Bush 
said— to  great  laughter— describing 
his  meeting  with  analysts  from  Giga 
Information  Group,  which  sponsored 
the  event.  “The  subject  at  hand  is  e- 
business,  and  I’m  no  expert.  I  just 
learned  how  to  forward  Monica 


ten  about  them.  CEO 
and  founder  Andrew 
Maltin  says  that  1,000 
names  are  added  each 
day,  however. 

Other  people-search 
sites  like  KnowX  and 
US  Search  obtain  data 
on  driving  records  and 
credit  history  from 
public  databases.  RepCheck  differs  by  offer¬ 
ing  a  numerical  ranking  of  the  person’s  char¬ 
acter  from  -5  to  +5  based  on  honesty,  trust¬ 
worthiness,  respect,  responsibility,  compas¬ 
sion  and  creditworthiness.  Maltin  says 
RepCheck  developed  a  complex  algorithm 


Lewinsky  jokes  to  someone  else.” 

The  former  president  did  assert 
that  he  knows  something  about  lead¬ 
ership  and  managing  projects. 
Speaking  in  his  familiar  lilt,  Bush 
emphasized  important  phrases  like 
"mission  creep.”  His  advice  sounded 
familiar  too:  Hire  quality  people. 
Define  your  mission.  And  stick  to  it. 

Bush  said  he  took  this  tack  with  his 
White  House  decisions  concerning 
Panama,  Kuwait  and  Somalia,  but  he 
stressed  that  the  lessons  apply  in  the 
halls  of  business.  "Strong  leaders  are 
not  afraid  to  surround  themselves 
with  a  team  that's  not  afraid  to  tell 
them  the  truth,”  Bush  said.  Leaders  in 
any  organization  are  successful  when 
they  inspire  a  commitment  to  excel¬ 
lence  for  every  member  of  the  team, 
he  added.  -Michael  Goldberg 


to  calculate  this  score  based  on  what  oth¬ 
ers  say  and  the  credibility  of  those  others. 
For  instance,  if  Jim  gives  Amy  low  ratings 
while  everyone  else  has  given  her  high  rat¬ 
ings,  the  system  recognizes  that  Jim  might 
have  an  ax  to  grind.  Still,  it  would  be  easy 
to  taint  a  person’s  reputation.  RepCheck 
also  features  verbatim  comments  added  to 
users’  profiles  by  others  who  presumably 
know  them,  like  “Andie  is  the  sweetest 
person  I  know”  or  “Mark  beats  his  wife 
and  kids.”  The  comments  may  be  libelous, 
but  the  company  covers  its  butt  with  a  very 
long  disclaimer. 

When  I  registered  (it’s  free)  and  searched 
for  some  acquaintances,  the  database 
didn’t  contain  any  of  the  names  I  typed  in. 
My  editor  had  no  luck  either.  So  we 
decided  to  browse  the  profiles.  We  came 
upon  Laura  Schlessinger  (a.k.a.  Dr.  Laura), 
Joey  Fatone  (of  Nsync)  and  a  certain 
Ralph  Kramden,  a  bus  driver  from  Brook¬ 
lyn,  N.Y.,  who  habitually  threatens  to 
send  his  wife  Alice  to  the  moon. 

Matlin  brushed  this  off  as  “unfortu¬ 
nate.”  He  explained  that  a  visitor  would 
only  discover  such  fake  identities  by  brows¬ 
ing,  which  he  says  is  a  temporary  function. 
“Hopefully  we  can  weed  this  stuff  out. 
Some  of  the  [profiles]  that  are  blatant,  as 
we  find  them,  we’ll  delete  them  over  time,” 
he  says. 

He’d  better.  After  all,  his  reputation  is 
on  the  line  too. 
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Your  customers  are.  Wouldn’t  it  be  great  if  your  supply  chain  was  driven  by 
customer  demand?  Right  out  of  the  box?  Presenting  PeopleSoft  Supply  Chain 
Management  In  A  Box.  Never  before  has  such  comprehensive  customer- 
to-supplier  relationship  management  come  wrapped  in  such  innovative, 
pure-internet  technology.  Start  with  insightful  sales  and  marketing. 
Add  customers  collaborating  on  your  forecast.  Continue  through  24/7  configured 
order  capture,  and  carry  on  with  far-sighted  strategic  analysis.  End  with  prompt 
delivery  to  that  demanding — but  satisfied — customer.  Demand  PeopleSoft. 
Call  1-888-773-8277. 

PeopleSoft  Supply  Chain  Management  In  A  Box 
Realtime  •  Ingenious  •  Instant 


CUSTOMERS  •  EMPLOYEES  •  SUPPLIERS 

People  power  the  internet: 


www.peoplesoft.com/supplychain 
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Off  the 
Shelf 


Edited  by  Carol  Zarrow 


CUSTOMERS 

RULE! 

the  E-COMMERCE 
HONEYMOON  IS  OVER 

» Mmmii  (g  wu  m r*i 


The  More 
Things  Change 

Customers  Rule!  Why  the  E-Commerce 
Honeymoon  Is  Over  &  Where  Winning 
Businesses  Go  from  Here 
By  Roger  Blackwell  and  Kristina  Stephan 

Crown  Publishing  Group,  2001,  $27.50 
Dotcoms  may  be  dying,  but  the  monarch 
they  crowned — the  customer — still  reigns. 
If  retailers  keep  this  belief  central  to  their 
e-commerce  strategies,  they’ll  be  success¬ 
ful.  So  say  Roger  Blackwell  and  Kristina 
Stephan  in  Customers  Rule! 

The  authors  examine  what  Internet  pure- 
plays  Boo.com,  Pets.com  and  PlanetRx 
.com  did  wrong,  and  what  brick-and-mor- 
tar  stores  such  as  L.L.  Bean, 
Sherwin-Williams  and  Nord¬ 
strom  did  right.  They  enumer¬ 
ate  nine  strategies  that  retailers 
and  e-tailers  should  follow  to 
achieve  sustainable,  profitable 
e-commerce  ventures:  Have 
both  an  online  and  offline 
presence.  Adopt  technology 
for  the  sake  of  improving 
customers’  expe¬ 
riences.  Be  the  final 
victor,  not  the  first  mover. 
Maintain  a  consistent  brand. 
Charge  fees  for  the  service  you 
provide.  Include  human  interactions.  Do 

cio.com _ 


Read  book  reviews,  excerpts 
and  interviews  with  best-selling 
authors  at  the  READING  ROOM. 
www.cio.com/books 


business  globally.  Develop  strategic  alli¬ 
ances.  Market  through  many  channels. 
These  principles  are  obvious,  and  indeed, 
the  authors  argue  that  they  are  simply  what 
worked  in  the  old  economy.  This  book  is 
good  to  skim  if  you’re  looking  for  reasons 
to  convince  your  CEO  to  continue  to  invest 
in  B2C  e-commerce.  -Meridith  Levinson 


And... 


The  VC  Way:  Investment  Secrets  from 
the  Wizards  of  Venture  Capital 
By  Jeffrey  Zygmont 
Perseus  Publishing,  2001,  $26 
If  not  for  venture  capital,  en¬ 
trepreneurs  would  have  little 
chance  to  challenge  entrenched 
companies  or  the  established 
order.  Venture  capital  is  subver¬ 
sive,  writes  Jeffrey  Zygmont  in 
The  VC  Way,  adding  that  “sub¬ 
version — changing  the  guard — 
is  the  founding  principle  of  the 
United  States.”  From  this  lofty  beginning, 
he  analyzes  the  world  of  big-bucks  venture 
capital.  Zygmont  checks  in  with  noted  VCs 
and  concludes  that  “Their  personal  assets 
may  be  the  real  secrets  of  venture  capital.” 
He  paints  the  breed  with  sometimes  overly 
rosy  tones,  but  acknowledges  that  they  are 
capable  of  mistakes.  -Susannah  Patton 
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Who  Moved  My  Cheese? 
An  Amazing  Way  to 
Deal  with  Change  in 
Your  Work  and  in  Your  Life 
by  Spencer  Johnson 
The  Putnam 
Publishing  Group,  1998 


2. 


The  Art  of  Possibility 
by  Rosamund  Stone  Zander 
and  Benjamin  Zander 
Harvard  Business 
School  Press,  2000 
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The  Tipping  Point: 

How  Little  Things  Can  Make 
a  Big  Difference 
by  Malcolm  Gladwell 
Little,  Brown  &  Co.,  2000 

SOURCE:  MAY  2001  DATA,  COMPILED 
BY  WORDSWORTH  BOOKS,  CAMBRIDGE,  MASS. 


What  They  re  Reading 

Michael  Gorrell,  CIO,  EBSCO  Publishing,  Ipswich,  Mass.  Kent  Beck,  Extreme 
Programming  Explained:  Embrace  Change  (Addison-Wesley,  1999);  Frederick  P.  Brooks 
Jr.,  The  Mythical  Man-Month:  Essays  on  Software  Engineering  (Addison-Wesley,  1995); 
Tom  Gilb,  Principles  of  Software  Engineering  Management  (Addison-Wesley,  1988)  "All 
three  have  offered  good  insights  into  the  software  development  life  cycle.” 


3  4 


CIO  JULY  15,  2001 


www.cio.com 


PHOTOGRAPHY  BY  VITO  ALUIA 


©  2001  Western  Multiplex  Corporation.  All  rights  reserved.  Western  Multiplex  and  the  Western  Multiplex 
logo  are  trademarks  of  Western  Multiplex  Corporation.  Specifications  are  subject  to  change  without  notice. 


4‘ <■  ■ 


You  see  two  building-to-building  connections 

The  smart  choice  is  the  one  you  don't  see. 


Copper 

Fiber 

The  New  Wire 

% 

Increase  bandwidth. 
Save  money.  Deploy  today. 


Introducing  The  New  Wire.  It's  the  wireless 
connection  with  capacity  up  to  420  Mbps,  and 
99.999%  availability.  Plus  no  lines  to  lease 
means  you  save  money.  Best  of  all,  you  can 
have  it  up  and  running  in  a  day. 
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to  find  out  why  the  best  wire  is  no  wire  at  all. 
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Watching 
for  You 


By  Stephanie  Viscasillas 


IF  YOU  WANT  TO  SPY  on  your  cleaners  or  your 
children,  Pittsburgh-based  Probotics  has  the  perfect 
device  for  you:  Spy-Cye,  a  robot  that  lets  anyone  with 
a  PC  and  Internet  connection  check  on  their  home 
from  elsewhere.  Program  a  path  for  Spy-Cye  to  follow, 
and  the  onboard  video  system  records  whatever’s 
going  on.  Log  on  to  the  website  (www.web-bots.com) 
with  user  name  and  password,  click  on  a  room  to  view, 
and  voila,  the  screen  shows  what  Spy-Cye  saw  as  it 
made  its  way  through  your  home. 

About  5  inches  tall  and  16 
inches  wide,  Spy-Cye  ($995) 
can  do  more  than  snoop.  A 
wagon  ($89)  that  can  tote  up 
to  10  pounds  turns  the 
robot  into  a  personal 
butler,  and  there  are  also 
vacuum  cleaning  attach¬ 
ments  ($89  to  $129). 
Spy-Cye  goes  about  3  feet 
per  second  for  two  to  three 
hours  before  it  returns  to  its 
unit  for  recharging.  It  can  run  24 
hours  straight  as  a  stationary  surveillance  camera. 

For  those  homes  already  staffed  with  butlers  and 
maids,  a  simpler  device  is  available  from  New  York  City- 
based  Xanboo.  It  offers  a  monitoring  and  control  pack¬ 
age  with  color  video  cameras,  software,  sensors  and 
appliance  control  products.  With  a  Xanboo  account,  you 
monitor  your  home  through  real-time  video,  time- 
stamped  images,  sensor  updates  and  notifications  by 
e-mail,  pager,  text  messaging  cell  phone  or  PDA.  The 
package,  including  one  camera  with  a  motion  sensor, 
starts  at  $149.  Both  surveillance  options  can  be  used  in  the 
office,  but  Bill  Diamond,  copresident  of  Xanboo,  admits 
employees  might  balk  at  cameras  in  their  workspaces. 


E-MAIL 


AOL  Power 

THINK  YOU  HAVE 

problems  with  your  e-mail 
system?  Be  thankful  you’re 
not  running  IT  at  AOL  Time 
Warner.  Many  Time  Warner 
employees  are  incensed  over 
the  recent  announcement  that 
America  Online  will  become 
the  primary  corporate  e-mail 
system  for  the  merged  media 
conglomerate,  whether 
employees  like  it  or  not. 

AOL  is  not  the  first  technol¬ 
ogy  company  to  insist  that  its 
employees  use  its  own  product. 
Microsoft  employees  are  dis¬ 
couraged  from  using  Apple’s 
Mac,  and  Sun  Microsystems 
employees  are  not  supposed  to 
use  Microsoft  products.  But 
Time  Warner  workers  say  the 
AOL  system  is  slow,  hard  to 
navigate  and  doesn't  provide 
business  features  that  publish¬ 
ing  professionals  depend  on. 

For  instance,  one  IT  profes¬ 
sional  notes  that  AOL  is  less 
efficient  than  some  rival  sys¬ 
tems  in  attaching  files  to  mes¬ 
sages  and  in  including  the  orig¬ 
inal  message  in  a  reply. 

Another,  who  also  wished  to 
remain  anonymous,  says  the 
system  lacks  a  way  to  set  up 
an  automatic  response  to 
incoming  messages. 

“AOL  is  great  to  use  at 
home,  but  in  the  workplace,  it 
just  won’t  cut  it,"  says  one 
employee  of  a  Time  Inc.  mag¬ 
azine.  “I  can’t  imagine  how 


Play 

many  times  during  the  day  I’d 
hear  ‘You’ve  got  mail.’”  AOL 
users  can  shut  off  the  disem¬ 
bodied  voice  but  cannot  dis¬ 
mantle  the  feature. 

At  Time  Inc.,  where  employ¬ 
ees  have  used  Lotus's  cc:Mail 
product  since  1995,  CIO  Paul 
Zazzera  declined  to  discuss 
details  of  the  switch.  But  he  did 
note  that  the  change  will  most 
likely  require  an  added  level  of 
security.  Rather  than  logging 
on  to  the  network  by  typing  in 
a  name  and  password,  he  says, 
employees  will  need  to  type  in 
a  number  that  appears  on  a 
digital  card.  Because  the  num¬ 
ber  changes  every  few  seconds, 
however,  employees  in  the 
know  allege  that  the  device  will 
create  headaches  whenever 
they  log  on. 

While  few  insiders  say  they 
think  the  transition  will  be 
smooth,  some  benefits  should 
emerge  before  long.  Ann 
Brackbill,  an  AOL  Time 
Warner  spokeswoman,  says 
employees  will  be  able  to 
access  AOL’s  e-mail  system 
from  “just  about  anywhere,” 
and  will  be  able  to  use  AOL’s 
instant  messaging  system  to 
communicate  with  colleagues, 
instead  of  sending  dozens  of 
e-mails  back  and  forth.  The 
new  system  should  be  up  and 
running  by  fourth  quarter, 
pumping  more  money  into 
AOL's  coffers.  -Matt  Villano 


"I  THOUGHT  WORKING  ORGANIZED  CRIME  CASES  IN  BROOKLYN  WAS 
TOUGH,  BUT  WHEN  YOU  HAVE  35  ARMED  CUSTOMERS  AND  YOUR 
E-MAIL  SYSTEM  GOES  DOWN,  YOU  BECOME  REAL  CONCERNED. 

-Stephen  Colo,  CIO  of  the  U.S.  Secret  Service,  joking  about  his  user  base,  investigators  into  cyberterrorists  and  hackers 
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Who  's  the  real  leader  in  SAN  technology?  That's  easy:  Hitachi  Data  Systems'"’.  We  built  the  world's 
first  fabric-enabled  SAN.  We  deploy  the  only  SANs  that  are  truly  open.  And,  if  you're  not  quite  ready, 
our  Hitachi  Freedom  Storage  "  Lightning  9900"'  Series  and  Thunder  9200  “  systems  are  SAN-ready 
when  you  are.  So  you  can  install  them  today  and  network  them  when  needed.  When  it  comes  to 
SANs,  we  are  miles  ahead  of  our  competition.  And  we  can  help  you  stay  far  ahead  of  yours.  The  first 
step  is  a  visit  to  our  Web  site  at  www.hds. com/7.  Or  call  1-866-448-2208. 
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Built  for  fast  times™ 
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Anthony  Dapolito 
knows  his  customers 
by  name.  And  he 
knows  what  they  like. 
So  they  keep  coming 
back.  At  Siebel,  we 
understand  why.  We 
make  application 
software  that  lets  you 
know  and  understand 
your  customers.  So 
you  can  give  them 
personalized  service. 
Companies  hke 
GE,  Bayer  and 
Nestle  USA  use  our 
technology. 
Companies  who 
believe  in  one  kind 
of  customer.  The 
loyal  one. 


Siebel 

Good  service 
is  good  business. 


www.siebel.com  1-800-356-3321 


Ask  the  Expert 

Advice  from  People  Who  Know 


The  Safety 
Dance 

Mark  Gembicki,  a  freelance  technology 
strategist,  answers  readers’  questions  on 
security,  audits,  virus  protection  and  more 

Q:  We  have  conducted  some  informal  research  on  virus  protec¬ 
tion  software.  Our  research  indicates  that  the  three  major  virus  pro¬ 
tection  products  (Norton,  McAfee  and  Computer  Associates 
International)  are  basically  equivalent  and  that  any  variation  in  per¬ 
formance  results  from  variation  in  version  control  practices  and 
local  settings.  Would  you  say  this  is  accurate? 

A:  I  would  have  to  see  your  findings  up  close  to  offer  a  specific 
opinion.  However,  based  on  my  experience  in  selecting  antivirus 
products  for  the  U.S.  Department  of  State,  I  feel  that  you  are 
headed  down  the  right  path.  There  are  only  so  many  ways  to 
identify,  contain  and  eradicate  malicious  code.  The  key  in  this 
market  is  to  be  the  first  to  update  virus  signatures  and  get  them 
to  the  end  user  for  a  rapid  install,  and  to  take  into  account  the 
number  of  viruses  that  are  “in  the  wild” — which  will  always 
be  ahead  of  the  signature  update. 

Q:  We  are  seriously  considering  having  a  professional  audit  con¬ 
ducted  within  our  organization  to  ensure  the  highest  level  of 
security  possible.  Do  you  recommend  such  an  audit?  And  if  so, 
what  companies  might  you  suggest  we  contact?  What  is  the  stan¬ 


dard  hourly  rate  for  such  services? 

A:  I  would  recommend  an  audit  only  if  you’re  going  to  get 
real  solutions  along  with  the  list  of  identified  problems.  Too 
many  companies  are  making  a  quick  buck  by  running  some 
automated  auditing  tool  and  adding  a  cover  letter  to  the  results. 
Ask  the  potential  auditor  to  show  you  a  sample  of  its  product 
report  and  ask  that  a  value-added  solution  be  provided.  Hourly 
rates  range  from  $150  to  $500  per  hour,  depending  on  the 
reputation  of  the  company  and  the  perceived  quality  of  the 
audit  team. 

Q:  What  is  the  relative  risk  of  having  PCs  connected  to  the  Internet 
via  modems  and  connected  to  a  mission  critical  LAN-WAN  via 
Ethernet?  Is  it  likely  or  even  possible  that  a  virus  could  be  intro¬ 
duced  to  a  business  network— despite  good  virus  detection  soft¬ 
ware-through  a  user’s  separate  modem  connection,  even  though 
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ILLUSTRATION  BY  JASON  HOWARD  STATTS 


PlanView's  Integrated  Project,  Service  &  Resource  Management 


Your  Resource  Manager 

“If  you  want  people  with 
those  skills  available, 
you  have  to  give  me  a 
little  lead  time.” 


Your  Staff  &  Contractors: 

“We’re  willing  to  support 
the  important  initiatives — 
but  another  80-hour 
week  will  kill  us!” 


Project  management  means  more  than  just  pushing 
people  harder.  Your  project  teams  typically  have  more 
than  project  work  taking  up  their  time.  Are  you  able  to 
analyze  the  impact  of  new  work  on  the  organization? 

ST1U  DECIDING  PROJECT 
PRIORITIES  ON  WHO  CAN 
YANK  THE  HARDEST? 

PlanView  1 00%  Web  Software  is  a  resource-based 


solution  that  lets  you  consider  the  total  capacity  and 
skills  of  your  workforce  when  prioritizing  work 
and  aligning  project  effort  with  business  strategy. 

•  Track  projects,  service  and  maintenance,  and 
administrative  work — and  support  the  new  GAAP 
SOP  98-1  requirements  on  accounting  for  the  costs  of 
software  development. 

•  Identify  and  track  changes,  issues,  and  risks.  Get  a 
quick  sanity  check  on  the  state  of  project  portfolios  with 
the  Schedule  Maturity  Index.  Set  and  manage  to  both 
internal  and  external  priorities. 

Create  &  manage  a  skills  pipeline  so  you  have  the  right 
people  when  the  project  starts.  Search  the  repository  for 
a  ranked  list  of  best  resources  by  skills,  availability,  etc. 


Tel  512  346-8600  Email:  market@planview.<om 

www.planview.com 

Or  visit  our  community  portal  at  www.myPlanview.com! 


©2001  PlanView  Inc.  All  rights  reserved.  PlanView  is  a  registered  trademark  of 
PlanView  Inc.  MyPlanView.com  is  a  trademark  of  PlanView^  Inc. 
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Ask  the  Expert 


the  modem  and  the  Ethernet  cannot  run  simultaneously? 

A:  Your  concern  is  valid,  and  the  threat  is  real.  PCs  connected  as 
you  describe  are  definitely  vulnerable  to  possible  introduction  of 
backdoor  software  or  viruses.  While  a  user  is  connected  to  the 
Internet  by  a  dial-up  connection,  someone  could  introduce  a 
program  that  would  map  their  network  and  place  the  results 
into  a  database  for  retrieval  on  the  next  dial-up  connection. 
There  are  so  many  possibilities. 


Using  poor  or  common  passwords  is  like 
leaving  the  key  to  your  house  in  a  flowerpot 
on  the  front  porch.  It  takes  very  little  time  to 
access  and  potentially  damage  the  property. 


Q:  What  is  the  best  way  to  protect  computer  systems  from  intru¬ 
sions  by  the  virus  Back  Orifice?  Will  Norton  AntiVirus  provide 
adequate  protection  against  the  program?  Now  that  Back  Orifice 
2000  is  freely  available  from  a  download  site,  how  do  we  prevent 
users  from  using  this  tool? 

A:  Make  sure  you  keep  up-to-date  on  all  “patches”  and  keep 
your  software  current.  Removing  vulnerabilities  will  make  it 
harder  to  introduce  malicious  software.  Yes,  Norton  and  other 
antivirus  vendors  can  detect  some  of  the  latest  backdoor  instal¬ 
lations.  Again,  like  the  operating  system  and  applications,  you 
must  keep  current  to  keep  up  with  the  potential  vulnerabilities. 

Q:  How  do  you  convince  management  and  a  company  full  of 
lawyers  that  it  is  in  the  company’s  best  interest  to  employ  strong 
password  standards? 

A:  Good  question!  Well,  this  has  been  an  issue  for  a  long  time. 
Even  more  so  since  computers  have  been  networked  with  world¬ 
wide  24/7  access  and  little  to  no 
intrusion  detection.  Using  poor  or 
common  passwords  is  like  leaving 
the  key  to  your  house  in  a  flower¬ 
pot  on  the  front  porch.  It  takes  very 
little  time  to  access  and  potentially 
damage  the  property.  On  the  flip 
side  of  the  subject,  you  are  really 
being  counterproductive  if  you 
expect  an  employee  to  remember 
quite  a  few  random  alphanumeric 
sequences  with  no  rhyme  or  rea¬ 
son.  A  good  password  generation 
method  is  to  enforce  the  use  of 


cio.com 


ASK  THE  EXPERT 

Have  a  question  about  what 
CEOs  want  from  their  CIOs? 
Beverly  Lieberman,  presi¬ 
dent  of  Halbrecht  Lieberman 
Associates,  based  in  Stam¬ 
ford,  Conn.,  will  be  available 
through  July  31  at 
www2.cio. com/CIO/expert 
or  e-mail  questions  to 
asktheexpert@cio.com. 


“pass  phrases”  to  generate  passwords.  An  example  would  be  to 
take  the  first  character  of  each  word  in  a  phrase  and  use  them 
as  a  password  you  can  remember  “IiaRd2d”  would  come  from 
“It  is  a  rainy  day  today.” 

Q:  I  recently  lost  a  key  IT  person  who  was  responsible  for  the 
computer  networking  and  communications  infrastructure.  We  have 
about  10  servers  and  a  host  of  other  devices  running  inside  a 
firewall.  Short  of  simply  changing  passwords, 
what  other  key  steps  are  needed  to  prevent 
security  breaches  from  outsiders  and  departing 
employees? 

A:  The  best  configuration  for  your  network 
and  systems  would  be  to  have  an  enterprise 
implementation  of  public  key  infrastructure 
supporting  access  to  all  your  resources.  It 
would  be  an  easy  task  to  just  revoke  an 
employee’s  key  as  he  walked  out  the  door. 
Many  products  support  this  idea.  Another 
step  besides  changing  passwords  would  be  ensuring  that  all 
employees  know  the  individual  is  no  longer  employed  and 
no  longer  allowed  access.  This  applies  to  physical  and  elec¬ 
tronic  access.  Before  this  inevitable  event  occurs,  make  sure 
that  all  employees  sign  to  indicate  they  have  read  the  com¬ 
pany’s  computer  use  and  misuse  policy.  This  should  cover 
you  legally  in  case  someone  turns  rogue. 

Q:  What  are  some  effective  ways  to  bring  both  upper  and  midlevel 
management  to  the  realization  that  security  is  now  a  necessary 
part  of  doing  business  within  the  government? 

A:  First,  use  the  media  to  document  the  high  number  of  attacks 
against  government  Internet  sites.  This  will  hopefully  paint  a  pic¬ 
ture  that  the  government  spends  far  more  on  security  than  indus¬ 
try  and  is  still  facing  a  formidable  challenge  in  keeping  systems 
and  information  secure.  Second,  play  the  facility  clearance  card 
that  poses  the  question  “How  safe  is  your  facility  to  conduct 
government  work,  let  alone  store  the  contents  of  this  work  that 
is  potentially  classified?”  Third,  recognize  the  fact  that  com¬ 
puter  use  and  misuse  agreements  and  system  warning  banners 
often  lay  the  responsibility  on  the  individual’s  head  and  not  on 
the  company’s.  All  it  takes  is  one  rogue  employee  to  abuse  his 
privileges  and  the  company  suffers.  Hence  the  argument  for 
good  discretionary  access  controls  for  all  employees.  Finally, 
make  a  commonsense  argument  that  regardless  of  your  com¬ 
pany’s  desire  to  do  government  business,  your  information  infra¬ 
structure  must  be  secure  in  order  to  compete  successfully  in 
today’s  network  economy.  BE] 

To  recommend  an  expert  for  this  column  or  suggest  a  topic,  contact 
Senior  Editor  Daintry  Duffy  at  dduffy@cio.com. 
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Just  you  and  Fred  Couples,  one-on-one  at  Pebble  Beach.  Your  chance  to  test  your  mettle  against  a  Masters  Champion 
on  a  legendary  course.  If  you  respond  now,  you  could  be  among  the  select  few  eligible  to  win  an  all-expense  paid 
weekend  at  The  Lodge  at  Pebble  Beach  and  eighteen  holes  with  Fred.  MTI,  a  leader  in  online  storage  technology,  will 
be  your  host. 

To  find  out  more,  contact  your  MTI  account  executive  at  1-800-999-9684,  GOLF,  and  ask  for  your  CD-ROM,  like  the 
one  pictured  below,  which  includes  your  entry  number.  Or  go  to  our  Web  site  atwww.mti.com/golfmti.html  and  order 
your  entry  CD-ROM  now. 

It  could  be  your  ticket  to  the  best  golf  you’ve  ever  played. 


JSEiHr 

THE  winning  number  may  be  yours.  Order  your  CD-ROM  now 
and  follow  the  simple  instructions  to  enter.  You  could  be  pack¬ 
ing  your  clubs  for  a  trip  to  Pebble  Beach  sooner  than  you  think! 

MTI  CODE  NUMBER  DETAILS  AND  AWARD  REGULATIONS 

101  CAN  BE  FOUND  ON  THE  CD-ROM. 

CONTINUOUS  ACCESS  TO  ONLINE  INFORMATION 


Career  Counsel 

Mark  Polansky  Offers  Advice  to  Aspiring  CIOs  and  IT  Managers 


Moving  Up 
and  Out 


CAREER  SHIFT 

Q:  I  have  been  in  the  call  center  industry  for  six  years  starting  in 
operations,  then  moving  to  training  and  quality.  Recently,  I  took  a 
position  as  a  business  analyst  and  now  have  been  promoted  to  IT 
program  director  for  a  dotcom  company.  I  do  not  have  a  degree 
or  certification,  but  I  have  a  successful  track  record  of  achieved 
objectives. 

What  should  I  do  to  further  climb  the  corporate  ladder? 

A:  Quite  honestly,  I  don’t  have  any  clue  as  to  what  an  IT  pro¬ 
gram  director  is  or  does.  But  let’s  take  an  educated  guess  that, 
following  your  last  position  as  a  business  analyst,  your  cur¬ 
rent  role  also  has  a  business  and  technology  alignment  and 
application  focus.  If  so,  you  have  indeed  made  a  very  signifi¬ 
cant  career  shift  from  the  operational  side  of  things  in  the  call 
center,  to  a  more  strategic  and  business-oriented  position  today. 
If  that’s  the  case,  then  I  advise  you,  as  I  have  many  times  in 
this  column,  in  the  direction  of  learning  more  about  your  com¬ 
pany’s  business  plan  and  its  products,  services  and  competitors. 
Spend  time  with  managers  and  staff  in  operating  units  and  sup¬ 


port  groups  to  truly  develop  an  understanding  of  your  com¬ 
pany’s  business.  You  might  even  consider  a  rotational  assign¬ 
ment  in  a  profit  center  that  really  interests  you.  And  surely 
you  must  give  very  serious  consideration  to  completing  your 
baccalaureate  degree  and  even  continuing  on  to  an  MBA. 
There  are  several  universities  that  award  college-level  credit 
for  job-related  experience,  and  many  that  offer  a  variety  of 
flexible  part-time  options  and  distance  learning  via  the 
Internet.  Yahoo  has  a  fairly  complete  listing  of  these  options 
under  its  Education  heading. 

BALANCING  ACT 

Q:  I’m  33  years  old,  have  seven  years  of  IT  experience  as  a 
developer  and  project  manager,  and  already  make  a  six- 
figure  salary.  My  career  goals  include  eventually  becoming  the 
CEO  by  way  of  the  CIO/CTO  position.  My  undergraduate 
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ILLUSTRATION  BY  THOMAS  NORTON 


The  view  is  spectacular  from  everywhere  in 
your  IT  organization.  You  can  see  every  project  in  your 
company,  everywhere,  in  real  time.  You  can  deploy  the  right  people  and 
methodologies.  You  can  see  potential  problems  and  put  contingency  plans 
in  place.  You  can  see  what  worked  before  and  repeat  it.  And  you  can 
complete  more  projects  on  time  and  within  budget.  Yes,  it’s  an  amazing 
view  with  TeamPlay  IT  Project  Management  Software.  Cruise  our  website 
for  a  demo.  And  see.  www.primavera.com/cil 

^TeamPlay” 


IT  PROJECT  MANAGEMENT  SOFTWARE 


Career  Counsel 


degree  is  in  computer  science,  and  I’m  working  on  two  mas¬ 
ter's  degrees— an  MBA  and  a  master’s  of  science  in  finance. 

Since  a  CIO-level  position  is  probably  not  my  next  position, 
am  I  spending  too  much  time  looking  into  the  future?  Should  I  be 
spending  more  time  on  the  technical  issues,  which  have  led  me 
to  where  I  am  now?  Is  there  a  proper  balance  between  the  two? 


Have  a  career  question 


Visit  our  website  at  www.cio.com/ 
counselor  and  pose  your  own  questions 


to  Mark  Polansky. 


A:  You  are  doing  just  fine.  To  have  such  a  clear  and  articulate 
vision  of  your  career  goal — and  to  be  able  to  prepare  for  it 
early — is  a  gift.  During  the  course  of  an  IT  career,  the  balance 
of  the  technical  and  the  nontechnical  (business  and  leadership) 
content  is  a  blend  that  starts  out  nearly  100  percent  technical 
and  winds  up  nearly  100  percent  nontechnical. 

Your  current  role  as  project  manager,  while  it  will  indeed 
vary  from  company  to  company  and  from  project  to  project, 
should  be  about  50-50.  So  you  are  at  the  point  of  equal  empha¬ 
sis  and  certainly  heading  more  strongly  toward  the  softer  side  of 
your  skill  set.  The  MBA  is  right  on  target,  and  the  MS  in  finance 
could  be  a  real  help  in  ultimately  running  a  business  or  a  cor¬ 
poration.  Pursuing  those  degrees  at  the  same  time  says  that 
you  should  focus  your  MBA  on  topics  other  than  finance,  such 
as  marketing,  e-commerce  and  management. 

NEXT  MOVE,  PLEASE 

Q:  I  have  more  than  15  years  of  management  experience  in 
product  development,  quality  assurance,  program  and  product 
management,  and  release  and  tools  engineering.  Recently  I  was 
asked  to  take  on  the  role  of  director  of  IT  management  while 
maintaining  my  engineering  management  responsibilities.  I 
have  bachelor’s  of  science  and  master’s  of  science  degrees  in 
information  systems  and  have  managed  a  small  IS  support  arm 
for  engineering  at  a  number  of  companies.  My  long-term  career 
interest  is  in  running  a  product  business  unit— providing  man¬ 
agement  leadership  in  defining  and  driving  product  strategy, 
creating  and  managing  product  road  maps,  and  building  the 
necessary  organizational  and  process  competencies  to  ship 
quality  products  on  time. 

I’m  not  sure  what  my  next  move  should  be:  Make  the  move 
back  to  product  development,  stay  with  IT  and  gain  a  greater 
appreciation  for  the  inner  working  of  business  systems  and 
infrastructure,  or  something  else  entirely? 
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A:  Your  introduction  states  that  you  have  been  asked  to  take  on 
responsibility  for  IT  along  with  your  existing  accountabilities 
in  engineering.  That’s  a  positive  no-brainer,  since  you  already 
have  a  very  appropriate  educational  background  as  well  as  real 
experience  managing  IT  on  a  small  scale.  Taking  on  additional 
duties  is  always  a  great  idea  if  you  can  see  yourself  succeeding 
on  both  fronts  simultaneously.  You  will  be  recognized  as  moti¬ 
vated  and  upward  bound,  while  having  the  opportunity  to 
broaden  your  IT  credentials  with — as  you  correctly  noted — 
expanded  knowledge  of  business  systems  and  infrastructure. 

However,  the  close  of  your  question  implies  an  either/or 
choice.  If  your  stated  goal  is  actually  head  of  R&D  or  prod¬ 
uct  development,  then  stay  where  you  are.  But  if  your  ulti¬ 
mate  goal  is  larger  than  that,  I  would  recommend  getting  the 
IT  experience,  again  for  the  opportunity  to  broaden  your  expe¬ 
rience  base.  Also  look  for  exposure  to  finance,  marketing, 
sales,  distribution  and  so  on  in  preparation  for  a  possible  big 
move  to  general  management  in  the  future. 

CONSULTING  FUTURE? 

Q:  I  have  two  technical  undergraduate  degrees  and  an  MBA. 
Through  my  work  experience,  I  am  well  versed  in  business  analy¬ 
sis  for  the  chemical  processing  industries  and  their  use  of  ERP. 
I  have  performed  the  designer  role  in  product  development. 

However,  in  a  couple  of  years  I  would  like  to  pursue  a  con¬ 
sulting  role  in  e-business  and  start  my  own  company.  What  areas 
of  training  or  positions  would  allow  me  to  build  a  knowledge 
base  for  my  objectives? 

A:  I  believe  that  you  have  already  answered  your  question — 
consulting.  This  career  option  is  always  a  recommended  one 
for  the  opportunity  to  gain  a  great  deal  of  varied  experience  in 
a  compressed  period  of  time.  This  is  due  to  the  variety  of  client 
environments,  both  good  and  not  so  good,  that  one  may 
encounter — plus  the  deadline  and  timeline  pressures  that  all  suc¬ 
cessful  consultants  and  consultancies  face.  That  will  build  your 
experience  base  and  reference  project  list  quickly.  More  impor¬ 
tant,  if  you  want  to  own  and  run  a  consultancy,  what  better 
way  to  prepare  than  to  work  for  a  competitor  first  and  learn  how 
they  do  it.  Look  for  a  top-notch  consultancy  that  will  value  and 
leverage  your  existing  industry  and  functional  expertise  while 
affording  you  access  to  e-business  projects  as  well.  BE! 


Mark  Polansky  is  a  managing  director  and  member  of  the  advanced  tech¬ 
nology  practice  of  Korn/Ferry  International  in  New  York 
City.  He  is  also  the  chairman  of  the  Greater  New  York 
Chapter  of  the  Society  for  Information  Management.  The 
Web-based  Executive  Career  Counselor  column  is  edited 
by  Online  Research  Manager  Kathleen  Kotwica.  She  can 
be  reached  at  kkotwica@cio.com. 
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It’s  very  easy  to  proclaim  that  you  own 
the  network  of  tomorrow.  The  question,  of 
course,  is  what  do  you  have  to  offer  today? 


In  WorldCom’s  case,  we  offer  our 
customers  the  world’s  most  expansive*  IP 
network.  Namely,  WorldCom’s  own  UUNET 
network.  A  network  that  is  already  carrying 
the  data  and  ambitions  of  thousands  of 
companies  to  more  than  65  countries 
around  the  world. 


A  network  that  truly  is  next  generation. 
The  difference  being  that  it’s  already 
serving  the  needs  of  this  generation. 
Leave  nothing  to  chance. 


Visit  www.worldcom.com/backup 
or  call  1-888-886-3829  for  a  no  cost, 
no  obligation,  backup  plan. 


generation  d 


"Based  on  global  PoPs. 

©2001  WorldCom,  Inc.  All  Rights  Reserved.  CODE:  GEN3 
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Cover  Story  |  Supply  Chain  Management 


The 


Keys  to 


Get  it  right  and 
supply  chain 
software  can 
bring  order  of 
magnitude  savings 
in  the  way  you 
plan,  make  and 
ship  products. 

Get  one  piece  of  it 
wrong  and  it  will 
break  you. 


BY  LEE  PENDER 


utomating  your  supply  chain  is  the  most  difficult  software  project  you’ll  ever  do. 

Consider  this:  Dayton,  Ohio-based  NCR  spent  $7  million  on  supply  chain  applications 
i  that  did  not  produce  any  return  at  first,  because  many  essential  employees  would  not  use 
them.  Knoxville,  Tenn. -based  sign  maker  Plasti-Line 
wrapped  up  a  supply  chain  project  only  to  discover  that 
its  ERP  system  would  not  work  with  its  new  supply 
chain  applications. 

In  fact,  precious  few  companies  have  successfully 
automated  their  supply  chains.  So  why  bother?  Because  supply  chain 
software  is  worth  the  time  and  money  it  takes  to  get  it  right.  When  NCR 
finally  got  its  system  up  and  running,  it  saved  millions  of  dollars  by  shift¬ 
ing  inventory  ownership  away  from  its  warehouses  and  to  its  suppliers. 


SUPPLY  CHAIN  MANAGEMENT 
A  Special  Report 

The  Cost  of  Secrecy  Page  54 

Hau  Lee  on  the  perfect 
supply  chain 

The  World’s  Most  Competitive 
Supply  Chain  Page  58 

Contract  manufacturing: 
supply  chain  hell 
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Cover  Story 


Supply  Chain  Management 


Trying  to  appease  internal  users 
cost  Keihin  Aircon  time,  money 
and  vendor  support,  says  VP  of 
Operations  Michael  Mitsch. 


Thanks  to  better  supply  chain  planning, 
Plasti-Line  has  slashed  its  manufacturing 
head  count  by  34  percent.  Those  savings  are 
especially  welcome  in  tough  economic  times, 
when  companies  struggle  to  become  more 
efficient.  Here,  we  offer  five  ways  to  get  to 
those  savings  as  quickly  as  possible. 

I 

1  MAKE  THE  SALE 
Jb  TO  SUPPLIERS 

First  comes  the  hard  part.  Supply  chain 
automation  is  uniquely  difficult  because  its 
complexity  extends  beyond  your  company’s 
walls.  Your  people  will  need  to  change  the 
way  they  work  and  so  will  the  people  from 
each  supplier  that  you  add  to  your  network. 

Only  the  largest  and  most  powerful  man¬ 
ufacturers  can  force  such  radical  changes 
down  suppliers’  throats.  Most  companies 
have  to  sell  outsiders  on  the  system,  some¬ 
thing  few  CIOs  have  had  to  do  before. 
Moreover,  your  goals  in  installing  the  system 
may  be  threatening  to  those  suppliers,  to  say 
the  least. 

Just  ask  NCR,  which  wanted  to  shift 
some  of  its  inventory  ownership  to  its  sup¬ 
pliers,  according  to  Ken  Shaw,  director  of 
global  inventory  management,  and  John 
Webster,  director  of  services  for  supply  line 


management.  The  two  had  to  convince  sup¬ 
pliers  that  taking  ownership  of  NCR’s  stuff 
would  benefit  them — a  tough  task.  To  do 
that,  Webster  met  face-to-face  with  the 
CEOs  and  COOs  of  the  company’s  largest 
suppliers,  pounding  home  the  message  that 
NCR’s  new  applications  would  be  of  bene¬ 
fit  to  all.  “Conversations  with  suppliers  at 


the  highest  levels  was  critical,”  says  Webster. 

He  carried  a  sales  pitch  to  those  meetings: 
Adopt  our  system,  and  we’ll  be  prepared  to 
do  more  business  with  you — as  will  other 
manufacturers  looking  for  better  supplier 
cooperation.  Though  there  was  resistance 
at  first,  NCR  now  keeps  40  percent  of  its 
inventory  with  suppliers. 


Supply  Chain  Software  Simplified 

Don’t  trust  a  vendor  that  claims  to  do  it  all 

THOUGH  SUPPLY  CHAIN  SOFTWARE  goes  by  many  different  names,  there  are  two 
essential  categories:  planning  and  execution.  Planning  applications  predict  future 
demand;  execution  applications  make  that  future  happen. 

The  crystal  ball  software  is  harder  to  develop,  because  planning  applications  rely 
on  complex  algorithms,  says  Robert  Ferrari,  analyst  at  Boston-based  AMR  Research. 
Execution  is  more  down-to-earth— including  order  management  and  warehouse 
fulfillment,  for  example— but  it  requires  deep  knowledge  and  practical  experience. 
Vendors  like  to  say  they  handle  both  planning  and  execution,  but  CIOs  should  be 
skeptical  of  any  company  touting  expertise  in  both,  warns  Ferrari.  There’s  just  too 
much  ground  to  cover  in  each  area  for  vendors  to  do  it  all,  he  says. 

He  recommends  starting  out  with  demand  planning  first  to  understand  what 
customers  will  want  when.  A  move  to  more  execution-oriented  applications  can 
follow.  -L.  Pender 


O 

^  WEAN  YOUR  EMPLOYEES 
mmm  OFF  THE  PHONE  AND  FAX 


If  selling  supply  chain  systems  is  difficult 
on  the  outside,  it  isn’t  much  easier  inside. 
Operations  people  are  accustomed  to  deal¬ 
ing  with  phone  calls,  faxes  and  hunches 
scrawled  on  paper  and  will  most  likely  want 
to  keep  it  that  way.  If  you  can’t  convince 
people  that  using  the  software  will  be  worth 
their  time,  they  will  easily  find  ways  to  work 
around  it.  ERP  at  least  erases  the  old  ways  of 
working  by  blotting  out  legacy  software  sys¬ 
tems.  Supply  chain  software  is  less  militant. 
You  cannot  disconnect  the  telephones  and 
fax  machines  just  because  you  have  supply 
chain  software  in  place. 

One  company  that  got  the  internal  sales 
pitch  wrong  was  Keihin  Aircon  North 
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America,  says  Michael  Mitsch,  vice  presi¬ 
dent  of  operations  for  the  Muncie,  Ind.- 
based  tier-one  auto  parts  manufacturer. 
Problem  was,  Keihin  Aircon  went  too  far 
to  make  its  employees  happy  when  it 
became  an  early  adopter  of  software  com¬ 


pany  Glovia’s  supply  chain  package  in 
1996.  Mitsch  admits  that  when  he  installed 
the  new  system  at  one  of  the  company’s 
Indiana  plants,  he  overcustomized  inter¬ 
faces — specifically,  order-entry  screens  used 
to  send  orders  to  suppliers — to  placate  a 
group  of  employees  who  did  not  like  the 
interfaces  Glovia  provided. 


“It  was  very  hard  for  employees  to  give 
up  their  spreadsheets  to  adopt  a  more  cen¬ 
tralized  theme,”  Mitsch  says.  To  appease  a 
group  “that  was  not  willing  to  change  very 
much,”  Mitsch  customized  20  percent  of  the 
system  to  match  the  way  they  did  things. 


“We  spent  a  lot  of  money  getting  it  that 
way,”  he  recalls.  The  bill  for  customizing 
the  system  came  to  $100,000 — five  times 
the  company’s  original  plan. 

Worse,  customizing  Keihin  Aircon’s  soft¬ 
ware  only  made  it  more  difficult  to  get 
Glovia’s  help  when  things  went  wrong.  Like 
most  vendors,  Glovia  does  not  support  cus- 


tomizations  of  its  software.  “You’re  divorcing 
the  software  vendor  from  its  responsibility 
for  the  product,”  laments  Mitsch.  “You  have 
to  build  a  little  side  infrastructure,  and  your 
IT  people  have  to  support  it.”  Mitsch  had 
to  hire  three  extra  full-time  employees — at 
more  than  $50,000  in  yearly  salary  apiece — 
to  customize  the  system.  Those  employees 
are  still  there  supporting  the  changes. 

The  customizations  also  make  it  harder  to 
upgrade  the  system  when  a  new  version 
of  Glovia’s  software  comes  out,  because  the 
customized  pieces  must  be  completely 
rewritten  to  fit  the  new  version.  “You  lock 
yourself  into  whatever  version  you  cus¬ 
tomize,”  says  Mitsch. 

When  it  installed  the  same  system  in 
another  plant,  Keihin  Aircon  dumped  its  cus¬ 
tomized  scheme.  Employees  at  the  second 
plant — having  learned  of  the  software  main¬ 
tenance  horrors  at  its  sister  plant — under¬ 
stood  that  learning  a  new  system,  while  dif- 


you  can’t  convince  people  that  using  the 
software  will  be  worth  their  time,  they  will 
easily  find  ways  to  work  around  it. 


Rent-A-Chain  ASPs  can  rent  you  supply  chain  software  if  you  can’t  do  it  yourself. 
But  it  isn’t  any  easier  for  them  to  succeed. 


A  SUPPLY  CHAIN  is  big  and  complex.  It  requires  more  time 
and  manpower  that  many  IT  departments  can  give.  That's  why 
some  companies  are  letting  an  application  service  provider 
handle  tasks  for  them. 

By  now,  you  know  all  about  ASPs.  They  promise  to  relieve  IT 
departments  of  cost  and  resource  headaches,  but  many  have 
financial  problems  of  their  own.  Farming  out  the  most  important 
technology  implementation  in  the  history  of  your  company  is  a 
big  bet.  Companies  should  not  take  that  bet  unless  they  have 
no  other  choice.  It's  best  to  maintain  internal  control  over  a 
system  that  critical. 

One  who  has  taken  the  leap  is  John  Strother,  director  of 
inventory  and  logistics  at  Seattle-based  retailer  REI.  He  hired 
SPS  Commerce,  a  St.  Paul,  Minn.-based  supply  chain  vendor 
that  offers  a  hosted  version  of  its  execution  applications.  For  a 
monthly  fee,  SPS  sends  the  software  through  the  Internet  to 
REI,  where  Strother  does  not  have  to  worry  about  keeping  it  up 
and  running. 

Yet  despite  these  advantages,  Strother  says  REI  has  not  been 
able  to  realize  measurable  ROI  from  its  deal  with  SPS.  He 
claims  that's  because  the  vendor  has  been  slow  to  help  extend 


the  technology  to  REI’s  suppliers  and  to  correct  issues  with 
data  accuracy  and  system  response  time. 

Like  so  many  companies  in  the  ASP  market,  SPS's  distrac¬ 
tions  come  from  trying  to  stay  alive.  In  March,  SPS  laid  off  just 
under  30  percent  of  its  workforce,  and  the  company’s  CEO 
resigned. 

SPS  officials  say  the  company  will  be  fine.  Chief  Strategy 
Officer  and  Executive  Vice  President  Jim  Frome  notes  that  the 
company  received  a  new  round  of  financing  in  May  and  that 
sales  in  early  2001  were  up  from  the  same  period  in  2000. 

Strother  has  a  plan  B  should  SPS  fail,  but  it  hinges  on  the 
two  resources  he  does  not  have:  people  and  money.  He  would 
fight  for  the  company’s  software  source  code,  buy  equipment 
similar  to  what  SPS  has  and  move  the  supply  chain  applica¬ 
tions  in-house.  How  would  REI  pull  that  off?  Strother  doesn’t 
have  an  answer. 

“We  haven’t  budgeted  for  it,"  he  says.  “That  would  be  dealt 
with  on  a  catastrophic  basis.” 

Strother  has  not  yet  given  up  hope,  however.  He  believes 
SPS  has  a  viable  revenue  model,  and  he  still  believes  his  ASP 
deal  will  save  him  money  over  time.  -L.  Pender 
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ficult,  was  a  one-time  occurrence,  but  that 
rewriting  customized  software  was  forever. 

Ultimately,  the  company  worked  with 
Glovia  to  develop  a  standard  system  more 
in-line  with  both  employees’  needs  and 
Glovia’s  ability  to  support  it.  Keihin  Aircon 
has  seen  its  investment  pay  off  but  only  after 
learning  a  tough  lesson  about  keeping 
employees  happy:  Don’t  sacrifice  system 


integrity  to  do  it.  In  the  end,  Keihin  Aircon 
spent  20  percent  more  on  its  system — 
$1.2  million  from  a  budget  of  $980,000 — 
than  it  needed  to,  according  to  Mitsch. 

At  NCR  meanwhile,  the  employees  most 
reticent  to  change  were  those  who  had  to 
learn  new  ways  of  doing  their  jobs  to  go 
along  with  the  new  system.  A  new  customer 
service  component,  for  example,  shifted 


emphasis  from  a  simple,  scripted  telephone 
interaction  to  a  decision-making  process  that 
put  greater  responsibility  (and  accountabil¬ 
ity)  in  the  hands  of  the  person  serving  the 
customer.  Not  everybody  bought  into  it. 
“People  in  business  are  very  quick  to  find 
workarounds,”  Shaw  says.  “You’ve  invested 
all  this  money  in  the  new  tool,  and  you  find 
out  people  aren’t  using  it.” 


The  COST  of  SECRECY 

Supply  chain  guru  Hau  Lee  wants  you  to 
share  more  information  as  told  to  sarah  d.  scalet 

HAU  LEE  envisions  the  perfect  supply  chain  not  as  a  chain  at  all.  Instead,  it’s  an 
intricate  network  of  suppliers,  distributors  and  customers  who  share  carefully 
managed  information  about  demand,  decisions  and  performance,  and  who  recognize 
that  success  for  one  part  of  the  supply  chain  means  success  for  all.  The  problem,  of 
course,  is  that  companies  do  not  always  want  to  share.  That's  where  CIOs  need  to 
step  in  and  help  manage  the  flow  of  information  and  build  trust  among  business 
partners,  says  Lee,  a  Stanford  University  professor  and  director  of  Stanford’s  Global 
Supply  Chain  Management  Forum. 

In  a  telephone  interview  with  C/O,  Lee  explained  the  types  of  supply  chain 
information  that  he  thinks  companies  need  to  share  and  described  what  CIOs  can 
do  to  help.  The  following  is  an  edited  transcript  of  that  conversation. 


will  usually  do  the  trick.  It's  an  issue  of 
trust  and  understanding  the  consequences 
that  your  decisions  have  on  others. 


GETTING  STUCK  ON  DEMAND 

Having  demand  information  from  everyone 
in  your  supply  chain  lets  you  synchronize 
what  you  are  doing  with  your  customers 
and  suppliers.  For  example,  3M  needs 
information  about  Procter  &  Gamble’s  pro¬ 
duction  schedule  of  diapers  so  that  it  can 
plan  for  the  components  that  go  into  the 
diapers.  Meanwhile,  P&G  needs  point-of- 
sale  data  from  Wal-Mart  to  plan  its  diaper 
production. 

Cisco  embarked  on  an  e-hub  project  to 
help  solve  this  problem  last  year,  and  its 
plan  is  to  try  to  involve  not  just  its  first-tier 
suppliers  but  the  second  and  third  tiers. 
Cisco  wants  to  have  information  trans¬ 
parencies  at  all  these  layers.  If  Cisco  knows 


about  problems  at  its  second  and  third  tier 
suppliers  right  away,  it  can  try  to  find  an 
alternative  supplier  in  time  to  avoid  any 
delays  in  serving  its  own  customers. 

SHARING  DECISIONS 

Companies  are  oftentimes  not  aware  of  the 
decisions  that  other  players  in  the  supply 
chain  have  made.  When  that  happens,  we 
get  burned.  Say  I’m  Hewlett-Packard,  and 
I'm  going  to  introduce  a  new  generation  of 
laser  printers.  If  the  retailers  are  not 
informed,  they  won’t  know  to  start  dis¬ 
counting  existing  products  to  make  room 
for  the  new  stuff,  and  they  are  stuck  with 
obsolete  products.  Sharing  this  decision 
information  isn’t  very  difficult— an  e-mail 


METRICS  FOR  ALL 

When  companies  collaborate,  it  is  difficult 
to  know  how  well  everyone's  doing.  I  can 
measure  what  is  happening  to  me,  but  I 
don’t  bother  to  measure  any  of  the  activi¬ 
ties  that  fall  between  my  company  and  a 
supply  chain  partner. 

For  example,  the  Singapore  airport 
measures  the  time  that  passengers  spend 
waiting  for  a  taxi  and  shares  flight  informa¬ 
tion  with  the  taxi  companies.  That's  a  way 
to  improve  the  overall  supply  chain  instead 
of  a  segment. 

For  more  of  Hau  Lee’s  recommendations, 
visit  our  SUPPLY  CHAIN  MANAGEMENT 
RESOURCE  CENTER  at  www.cio.com/scm. 
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To  help  the  process  along,  NCR  hired  an 
outside  consultant  to  train  employees  on  the 
new  system.  The  company  also  set  up  an 
incentive  program  that  considered  internal 
leaders  of  the  project  for  promotions  and 
other  incentives  if  they  got  other  employees 
to  adopt  the  new  system. 

Managers  and  outside  consultants 
focused  their  efforts  on  the  20  percent  who 
resisted  the  new  system.  Shaw  and  Webster 
had  to  explain  to  them  how  the  whole 
thing  hung  together — that  if  employees 
chose  to  ignore  the  new  system,  NCR 
would  lose  credibility  with  suppliers  and 
fail  to  realize  ROI  from  the  project.  Man¬ 
agers  also  took  the  time  to  listen  to  employ¬ 
ees  on  a  personal  level  and  let  them  vent 
their  frustrations. 

But  for  the  stragglers,  it  took  a  not-so- 
subtle  nudge  and  some  close  monitoring 
from  a  manager  to  make  the  system  more 
attractive.  For  the  most  part,  though,  once 
employees  understood  that  their  individual 
participation  in  using  a  new  system  was  crit¬ 
ical  to  the  success  of  the  company,  they 
bought  in  to  the  new  scheme. 

Q 

^  PREPARE  FOR  BAD 

INFORMATION— AT  FIRST 

There  is  a  diabolical  twist  to  the  quest  for 
supply  chain  software  acceptance  among 
your  employees.  New  supply  chain  systems 
process  data  as  they  are  programmed  to  do, 
but  the  technology  cannot  absorb  a  com¬ 
pany’s  history  and  processes  in  the  first 
few  months  after  an  implementation. 
Forecasters  and  planners  need  to  under¬ 
stand  that  the  first  bits  of  information  they 


get  from  a  system  might 
need  some  tweaking.  If 
they  are  not  warned 
about  the  system’s  initial 
naivete,  they  will  think  it 
is  useless. 

In  one  case,  just  before 
a  large  automotive  indus¬ 
try  supplier  installed  a 
new  supply  chain  fore¬ 
casting  application  to  pre¬ 
dict  demand  for  a  prod¬ 
uct,  an  automaker  put  in 
an  order  for  an  unusually 
large  number  of  units. 

The  system  responded  by 
predicting  huge  demand 
for  the  product  based 
largely  on  one  unusual 
order,  according  to  Jim 
Kilpatrick,  global  leader 
of  Deloitte  Consulting’s 
supply  chain  practice  in  New  York  City. 

Blindly  following  the  system’s  numbers 
could  have  led  to  inaccurate  orders  for  mate¬ 
rials  being  sent  to  suppliers  within  the  chain. 
The  company  caught  the  problem  but  only 
after  a  demand  forecaster  threw  out  the  sys¬ 
tem’s  numbers  and  used  his  own. 

That  created  another  problem:  Forecast¬ 
ers  stopped  trusting  the  system  and  worked 
strictly  with  their  own  data.  Like  NCR  and 
Keihin  Aircon,  the  supplier  had  to  fine-tune 
the  system  itself,  then  work  on  reestablish¬ 
ing  employees’  confidence.  Once  employ¬ 
ees  understood  that  they  would  be  merging 
their  expertise  with  the  system’s  increasing 
accuracy,  they  began  to  accept  and  use  the 
new  technology. 


4  FIX  THE  SUPPLY  CHAIN 

CONNECTION  TO  ERP 

You  have  probably  heard  that  installing  sup¬ 
ply  chain  software  is  the  natural  next  step 
after  finishing  your  ERP  project.  Indeed,  the 
two  serve  each  other  well.  ERP  captures  all 
the  product,  sales,  finance  and  inventory 
information  that  supply  chain  applications 
need  to  predict  demand  and  optimize  the 
flow  of  material  through  the  chain. 

Unfortunately,  that  symbiotic  relationship 
does  not  translate  into  an  easy  integration 
between  the  two  different  systems.  In  all 
likelihood,  your  new  supply  chain  imple¬ 
mentation  will  not  interface  cleanly  with 
your  current  ERP  system. 

The  supply  chain  system  needs  a  map  to 
the  way  products  go  together  on  the  assem¬ 
bly  line  or  it  will  not  have  much  value.  At 
Plasti-Line,  its  new  SynQuest  production¬ 
scheduling  application  had  to  reflect  the  dif¬ 
ferent  steps  required  to  make  a  sign  in  order 
to  efficiently  schedule  the  work.  Trouble 
was,  the  company’s  ERP  system — where  the 
information  about  sign  materials  resided — 
didn’t  handle  the  process  that  way,  says 


Just 


before  one  auto  parts  supplier 
installed  a  new  forecasting  application,  an 
automaker  ordered  an  unusually  large 
number  of  units.  The  new  system  responded 
by  predicting  huge  demand  for  the  product 
based  on  one  unusual  order. 
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Nathan  Bretscher,  director  of  corporate 
process  and  information  improvement. 

The  ERP  system  documented  the  produc¬ 
tion  process  in  individual,  linear  steps,  while 
the  supply  chain  system,  which  was  designed 
to  actually  execute  sign  making,  handled  the 
process  as  it  happened — a  bunch  of  steps  all 
done  at  the  same  time. 

To  get  the  two  systems  to  see  eye  to  eye 
on  the  sign-making  process,  the  company 
ultimately  had  to  rework  the  ERP  system  to 
match  the  supply  chain  system.  Bretscher 
assigned  a  full-time  engineer  from  within  the 
company,  and  the  IS  department  did  some 
reprogramming  to  redefine  and  reroute  bills 
of  material  in  the  ERP  system  based  on  the 
actual  process  of  making  a  sign.  After  whip¬ 
ping  his  data  into  shape,  Bretscher  was  able 
to  reduce  the  number  of  people  making 
signs  from  69  to  45.  “Nothing  works  if  you 
don’t  have  your  data  structured  to  reflect 
the  physical  process,”  he  says. 


5  DEFUSE  FUNCTIONAL 

WARFARE 

Supply  chain  software  projects  bring  CIOs 
into  direct  conflict  with  the  people  who  run 
the  supply  chain  day  to  day — a  contentious 
group  with  a  lingering  chip  on  their  shoul¬ 


aircraft  manufacturers  manage  inventory. 
When  he  took  over  as  vice  president  of  IS  at 
Aviall  in  early  2000,  the  company  was  in  the 
midst  of  a  supply  chain  upgrade.  He  stressed 
that  one  of  IT’s  critical  roles  was  to  help  users 
become  acclimated  to  the  new  system. 

“The  first  thing  I  hear  [from  IS]  is,  ‘Whose 
side  are  you  on?  [Ours  or  the  users’]?”’  Lacik 


software  projects 

bring  CIOs  into  direct  conflict  with  the  people 
who  run  the  supply  chain  day  to  day. 


ders.  Derided  as  a  second-class  function  for 
years — logistics  or  procurement  or  however 
it  is  known  in  your  company — has  always 
been  considered  mundane,  back-office  terri¬ 
tory  everywhere  but  perhaps  in  retail. 

These  folks  are  not  used  to  having  outsid¬ 
ers  snooping  around.  CIOs  need  to  know 
how  to  work  with  those  who  might  slam 
the  door  in  their  faces.  “We  wanted  to  deter¬ 
mine  the  business  requirements  [of  a  supply 
chain  project]  without  getting  the  ‘You  can 
and  you  can’t’  [from  IT],”  says  NCR’s  Shaw. 
So  NCR  began  its  project  planning  process 
without  anyone  from  IT  at  the  table.  By 
doing  so,  Shaw  says  his  team  created  a 
hypothetical  system.  Then  his  team  brought 
in  IT  to  help  with  technology-related  matters 
such  as  vendor  selection.  IT  had  no  oppor¬ 
tunity  to  help  improve  the  strategic  focus  of 
the  project.  Instead,  IT  became  a  tactical 
installer,  greatly  reducing  the  group’s  value 
and  input  in  the  project. 

To  avoid  being  marginalized,  CIOs  need 
to  play  the  role  of  advice  giver  and  facilita¬ 
tor  rather  than  critic,  says  Joe  Lacik,  vice 
president  of  information  services  at  Dallas- 
based  Aviall  Services,  a  company  that  helps 

cio.com _ 

To  read  more  about  supply  chain 
management,  visit  our  SUPPLY  CHAIN 
MANAGEMENT  RESOURCE  CENTER 
at  www.cio.com/scm. 


says.  But  ultimately  IT  came  around.  Lacik’s 
service-oriented  department  has  helped 
make  AvialPs  supply  chain  effort  a  success. 

SUPPLY  CHAIN  AUTOMATION  is  the 

type  of  technology  that  can  transform  a 
business — for  better  or  worse.  The  risks  are 
great,  the  potential  rewards  greater.  How¬ 
ever,  companies  that  have  gotten  supply 
chain  right — and  some  that  have  not — 
know  that  every  link  in  the  chain  has  to  be 
strong.  That  takes  an  effort  from  the  entire 
business  that  is  unprecedented  in  enterprise 
application  implementations. 

CIOs  can  be  supply  chain  leaders  if  they 
mix  reality  with  the  desire  to  serve  business 
needs.  Their  job  should  be  to  choose  ven¬ 
dors  wisely,  manage  technology  implemen¬ 
tations  and  offer  as  many  technological  solu¬ 
tions  as  possible  to  business  leaders’  desires 
for  system  capabilities. 

Then  it’s  selling  time.  “If  the  business 
doesn’t  embrace  the  solution,  it’s  going  to 
sit  on  the  shelf  very  quickly,”  Deloitte’s 
Kilpatrick  says.  “The  typical  company  views 
these  projects  as  technology  projects.  The 
companies  that  get  it  right  view  this  as  a 
business-driven  project.”  HH 


Are  you  worried  that  your  supply  chain  will  turn  into 
a  chain  of  fools?  E-mail  Senior  Writer  Lee  Pender 
at  lpender@cio.com  and  tell  him  about  it.  Senior 
Writer  Sarah  D.  Scalet  contributed  additional  report¬ 
ing  to  this  story. 
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Contract  manufacturers 
are  under  extreme 
pressure  to  cut  costs. 

In  a  revealing  interview, 

SCI  CIO  Vincent  Melvin 
talks  about  whether 
technology  can  help. 


BY  SARAH  D.  SCALET 


The  World’s 


MOST 
COMPETITIVE 

Supply  Chain 


Reader  ROI 

►  Learn  why  the  supply  chains  of 
outsourced  manufacturing  companies 
are  under  pressure 

►  Find  out  how  one  CIO  thinks  his 
department  can  help 


wasn’t  exactly  the  most  shining  moment  in  the  history  of  electronics  manu¬ 
facturing.  Contractors  such  as  Flextronics,  SCI  Systems  and  Solectron,  which 
quietly  churn  out  the  innards  of  PCs,  routers  and  cell  phones  for  the  likes  of 
Cisco,  Dell,  Nokia  and  Nortel,  were  once  considered  recession-proof.  But  in 
March,  financial  analysts  downgraded  the  contract  manufacturers’  stocks, 
citing  excess  inventory  and  low  demand  from  their  original 
equipment  manufacturer  (OEM)  customers. 

Then  came  the  bomb  from  the  industry’s  biggest  OEM, 
Cisco:  Not  only  would  sales  for  the  quarter  ending  April  30 
be  down  30  percent,  but  the  company  claimed  that  $2.2  bil¬ 
lion  of  its  inventories  were  worthless  because  of  a  decrease  in 
demand.  “This  may  be  the  fastest  deceleration  any  company 
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Companies  won’t 
cooperate  on  supply 
chain  unless  they  all 
have  similar  incentive 
systems  for  doing  it, 
says  SCI  CIO 
Vincent  Melvin. 
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of  our  size  has  ever  experienced,”  said  Cisco  CEO  John 
Chambers  in  a  statement. 

Across  the  country  in  Huntsville,  Ala.,  Vincent  Melvin 
watched  Chambers  on  TV.  The  next  morning,  he  got  out  of 
bed  and  went  to  his  job  at  SCI  Systems,  just  as  he  does  every 
morning.  More  pressure?  Sure — but  it  makes  things  inter¬ 
esting.  “The  truth  of  the  matter  is,  if  you  didn’t  want  that 


Despite  casting  off  manufacturing,  OEMs 

still  want  to  be  involved  in  the  process.  No  business 
model  requires  more  collaboration  than  that 
between  an  OEM  and  an  EMS. 


pressure,  you  wouldn’t  be  in  the  job  you’re  in,”  says  Melvin, 
CIO  of  the  Fortune  230  company  that  did  $8.3  billion  worth 
of  sales  in  2000. 

Yet  Chambers’  comments  were  clearly  weighing  on 
Melvin’s  mind.  Soon  after,  SCI  laid  off  1,300  employees,  cap¬ 
ping  off  a  total  of  5,100  layoffs  between  January  and  April. 

SCI  sits  smack  in  the  middle  of  the  world’s  most  complex, 
volatile  supply  chain — a  spot  so  risky  that  some  of  the  most 
respected  technology  companies,  such  as  Cisco,  Dell,  Hewlett- 
Packard,  IBM,  Motorola  and  Nokia,  just  to  name  a  few, 
decided  they’d  be  better  off  not  making  their  products  them¬ 
selves.  Instead,  they  farm  them  out  to  electronics  manufac¬ 
turing  services  (EMS)  companies  such  as  SCI.  EMS  companies 
purchase  their  customers’  old  factories,  where  they  will  assem¬ 
ble  as  many  different  products  for  different  customers  as  pos¬ 
sible,  to  keep  the  lines  rolling  all  the  time  and  squeeze  out 
the  maximum  efficiency. 

Considering  that  the  factories  were  pretty  good  before  the 
OEMs  threw  up  their  hands,  SCI’s  is  not  a  high-margin  busi¬ 
ness.  To  make  matters  worse,  SCI’s  OEM  customers  are  feel¬ 
ing  constant  downward  price  pressure  on  the  perishable  elec¬ 
tronics  they  sell — pressure  they  don’t  hesitate  to  pass  on  to 
SCI.  And  despite  the  fact  that  OEMs  have  cast  off  direct 
responsibility  for  manufacturing,  they  still  want  to  be  involved 
in  the  process,  from  forecasts  to  decisions  to  inventory.  “I’d  be 
hard-pressed  to  identify  a  business  model  that  requires  more 
collaboration  than  that  between  an  OEM  and  EMS,”  says 
Todd  Ackerman,  a  director  for  the  man¬ 
agement  consultancy  Pittiglio,  Rabin, 

Todd  &  McGrath. 

In  response,  SCI  is  in  the  midst  of  an 
ambitious  effort  to  streamline  its  supply 
chain — to  give  customers  visibility  into  the 
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manufacturing  process,  to  monitor  suppliers,  to  reduce  inven¬ 
tory  and  to  respond  better  to  changes  in  demand.  It’s  not  a 
plan  so  much  as  a  process,  and  Melvin,  along  with  SCI’s  sen¬ 
ior  vice  president  of  supply  chain,  is  piecing  it  together. 

SCI  is  pushing  its  top  200  suppliers  (of  the  thousands  it 
works  with)  to  communicate  via  EDI,  XML  or  the  Web.  In 
April,  about  40  percent  of  those  suppliers  were  still  sending 

data  either  on  paper  or  in 
nonstandardized  electronic 
formats,  such  as  e-mail 
attachments. 

When  asked  what  the 
incentive  is  for  SCI’s  sup¬ 
pliers  to  cooperate,  Melvin 
laughs.  “Business,”  he  says. 
But  if  that’s  true  for  SCI’s 
suppliers,  then  it’s  equally 
true  for  SCI  itself,  as  the  company  deals  with  the  unpre¬ 
dictable  needs  of  its  own  customers  in  tough  times.  CIO 
talked  to  Melvin  about  the  driving  forces  behind  his  com¬ 
pany’s  supply  chain  initiative. 

CIO:  How  are  you  using  software  to  improve  your  supply  chain 
processes? 

Vincent  Melvin:  We’re  using  it  to  respond  faster  to  changes  in 
customer  demand.  For  example,  a  key  customer  will  say,  “A 
week  ago  I  asked  you  for  1,000  units  in  four  weeks;  now  I 
need  2,000.”  The  customer  wants  to  know  within  24  or  48 
hours  what  we  can  do.  Now,  everybody  [at  SCI]  says,  OK, 
we  have  this  new  recognized  requirement,  but  nobody  knows 
whether  we  can  build  the  2,000  in  the  period  that  they  have 
requested. 

Figuring  that  out  requires  us  to  analyze  a  huge  amount  of 
data  about  our  capabilities  to  meet  the  order.  Before,  we  did 
this  by  brute  force — collecting  data  manually.  You’d  have  to 
get  in  touch  with  each  of  your  vendors — call  them  and  say, 
“We  need  to  deliver  1,000  more,”  and  see  if  you  could  get  a 
firm  commitment  from  all  of  them. 

Until  recently,  the  software  for  helping  with  this  was  hard 
to  use  and  didn’t  have  the  right  interface  capabilities.  Our  soft¬ 
ware  from  Webplan  allows  us  to  do  the  scenario  analysis  of 
customers’  demand  and  our  ability  to  supply  that  demand.  It 
does  a  fast  simulation — 24  to  48  hours  versus  a  week  in  the 
past — of  an  entire  material  planning  cycle. 

Based  on  the  simulation  we  run  in  the 
software,  we  can  come  back  to  the  cus¬ 
tomer  in  a  day  or  two  and  say,  “Look, 
we’re  very  confident  that  we  can  get  you 
1,500  in  four  weeks,  and  the  other  500 
two  weeks  on.” 
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You  are  also  just  starting  to  use  software  to  measure  your  sup¬ 
pliers'  performance.  How  does  that  work? 

SeeCommerce  is  a  relational  database  engine  that  takes  the 
framework  of  the  Supply  Chain  Operations  Reference 
(SCOR)  model  [a  cross-industry  standard  for  supply  chain 
management]  and  attempts  to  put  parameters  and  guidelines 
around  it.  For  example,  let’s  say  I’ve  contracted  with  a  sup¬ 
plier  to  have  25  days’  worth  of  materials  available  to  me  all 
the  time.  That  manifests  itself  in  my  system  as  an  inventory 
location  with  X  amount  of  goods  in  it.  I  can  put  in  a  rule 
that  says  when  the  inventory  drops  below  25  days’  worth, 
an  e-mail  automatically  goes  to  the  supplier,  or  the  number 
shows  in  red  to  them. 

Then  the  question  becomes,  What  do  I  do  with  that  infor¬ 
mation?  Do  I  call  the  supplier  [and  complain  whenever  inven¬ 
tory  drops  below  that  level],  or  do  I  go  back  to  the  supplier 


that  all  the  functionality  is  there.  But  the  reality  is  that  until  you 
actually  bring  the  software  into  your  environment,  you’re  not 
really  going  to  know  whether  you  have  a  90  percent  fit  to  what 
you  expect  or  a  60  percent  fit  or  a  100  percent  fit.  [Looking 
back,]  I  could  have  planned  better  for  this  happening. 

Part  of  the  difficulty  in  predicting  the  fit  is  understanding 
[the  level  of  development  of]  the  technology  versus  [the  supply 
chain  processes  you  have  in  place].  And  you  know,  if  you 
don’t  have  a  good  understanding  of  your  process  design  or  if 
your  process  just  isn’t  very  good,  you  can  bump  into  some 
problems. 

Do  you  have  an  answer  for  getting  out  of  that  predicament? 

You  should  go  into  the  project  with  the  expectation  that 
you’re  only  going  to  get  80  percent  of  what  you  want.  And 
maybe  what  you  do  is  set  the  realistic  expectation  that  you  are 


im  not  quite  yet  on  the  page  that  says  that  you  need  to  have 
real-time,  seamless  visibility  to  everyone.  If  every  event  within  my 
system  triggers  notifications  across  the  supply  base,  that  can 
create  an  awful  lot  of  traffic  and  complexity.” 


during  the  SCOR  card  review  and  say,  “During  the  last  60 
days,  there  were  15  days  where  the  service  level  in  the  hub 
dropped  below  95  percent”?  The  main  challenge  is  deciding 
what  to  measure  and  then  how  to  monitor  and  communi¬ 
cate  with  the  supplier  [so  you  get  what  you  want  from  them]. 

Many  experts  say  that  the  only  way  to  have  a  truly  efficient  out¬ 
sourced  supply  chain  is  if  everyone  in  the  supply  chain  has  real¬ 
time  visibility  into  the  entire  supply  chain.  Do  you  agree? 

I’m  not  quite  yet  on  the  page  that  says  that  you  need  to  have 
real-time,  seamless  visibility  to  everyone.  Providing  that  level 
of  visibility  still  has  some  level  of  overhead  to  it — the  cost  of 
moving  data,  and  then  storage  and  systems  that  can  manage 
that  data.  If  every  event  within  my  system  triggers  notifica¬ 
tions  across  the  supply  base,  that  can  create  an  awful  lot  of 
traffic  and  complexity. 

Many  companies  are  having  serious  problems  with  their  sup¬ 
ply  chain  software  implementations.  What  have  you  learned 
from  your  experiences? 

One  of  the  lessons  I’ve  had  is  that  you  tend  to  overestimate  the 
amount  of  time  you  can  get  from  the  key  supply  chain  peo¬ 
ple  who  understand  the  business  process  change  that  needs 
to  occur. 

You  can  look  at  the  vendor  pitch  and  get  excited  and  think 


going  to  have  release  one,  release  two  and  release  three  to 
get  to  where  you  want  to  be.  You  want  to  get  your  releases 
tightly  dovetailed  together  so  you  can  keep  showing  improve¬ 
ment.  Plan  for  the  fact  that  you’re  not  going  to  finish  and  be 
done.  You’re  going  to  finish  with  something  good,  hopefully, 
and  then  you’re  going  to  work  to  make  it  better. 

In  your  mind,  what  does  collaborative  supply  chain  mean? 

[Laughing]  As  you  know,  it  means  we’re  all  partners,  right?  I 
think  it  means  everybody  is  trying  to  do  the  right  thing — make 
decisions  quickly  and  effectively  so  that  everyone  across  the 
supply  chain  understands  the  ramifications.  [But  every  com¬ 
pany  has  its]  own  incentive  systems  in  place,  right?  And  the 
truth  is,  those  incentive  systems  and  those  priorities  and  goals 
need  to  be  in  alignment  across  the  supply  chain.  If  they  are 
not,  it  doesn’t  matter — you  can  call  it  collaborative  supply 
chain  until  you’re  blue  in  the  face,  [but  it  isn’t]. 

Yet  you  seem  pretty  optimistic. 

I  am.  I  love  the  idea  of  working  with  companies  like  Dell  and 
Cisco  and  Compaq.  Working  with  them  to  redesign  the  sup¬ 
ply  chain  is  exciting  as  hell.  BEI 


How  are  you  dealing  with  pressures  on  your  supply  chain?  Tell  Senior 
Writer  Sarah  D.  Scalet  at  sscalet@cio.com. 
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by  effectively  managing  your  projects  and  human  resources 


Only  e  by  Epicor  satisfies  your  craving 
for  a  complete  eBusiness  solution. 


At  the  same  time,  e  by  Epicor  allows  you  to  increase  the 
effectiveness  and  efficiency  of  your  enterprise  operations. 
So  you  reap  improvements  in  both  top-line  revenue  and 
bottom-line  profitability.  In  short,  Epicor  has  the  tools 
you  need  to  conduct  business  on  the  Internet. 

No  wonder  Epicor  is  the  leading  provider  of  integrated 
enterprise  solutions  in  the  mid-market. 

So  if  you’re  looking  for  competitive  advantage  in  today’s 
business  world,  look  to  Epicor.  Visit  our  Web  site  at 
www.epicor.com.  Or  call  us  at  800-997-7528.  Epicor. 
Good  choices  make  for  good  decisions. 


People  want  choices.  And  lots  of  them. 

At  Epicor,  we  believe  that’s  especially  true  when  it  comes 
to  eBusiness  solutions.  That’s  why  we  offer  e  by  Epicor. 
It  is  a  complete  set  of  eBusiness  applications  and  is  fully 
integrated  with  our  award-winning  front-  and  back- 
office  software  products. 

These  solutions  give  you  a  360-degree  view  of  your 
customers,  allowing  you  to  respond  more  quickly  and 
efficiently  to  their  needs.  And  e  by  Epicor  provides  open 
solutions  that  allow  your  customers  to  make  inquiries  and 
purchases,  thus  facilitating  faster,  more  accurate  transactions. 


©  2000  Epicor  Software  Corporation.  Epicor  is  a  trademark  of  Epicor  Software  Corporate 


Analyst  Services 


The  average  CIO  spent  more  than  $500,000  on  analyst  services  last  year. 
The  fact  is,  much  of  it  was  wasted.  Here  are  six  practical 
ways  to  get  what  you  re  paying  for. 

BY  LAUREN  GIBBONS  PAUL 


Psst.  See  that  great  stack  of  paper  on  the  corner  of  your 
desk?  You  know  the  one.  It  contains  all  the  latest  research 
from  your  IT  analyst  firm — the  research  that  costs  you 
hundreds  of  thousands  of  dollars  per  year. 

Get  up  right  now,  pick  up  the  pile  and  toss  it  in  the  garbage. 
Dump  it  because  most  of  the  written  material — especially  the 
market  projections — is  not  worth  your  time. 

Why?  Because  more  often  than  not,  it  is  sim¬ 
ply  wrong.  Remember  GartnerGroup’s  late  ’80s 
prediction  that  OS/2 — Microsoft  and  IBM’s 
jointly  developed  operating  system — would 
dominate  the  desktop  within  five  years?  Such 
predictions  go  wildly  awry  because  typically  they 
are  based  on  little  hard  data  and  they  try  to  cover 
a  vast  sweep  of  time.  “Anyone  who  predicts  a 
market  will  be  a  certain  size  five  years  out,  put 
a  muzzle  on  them.  It’s  utterly  irresponsible,”  says 


Reader  ROI 

►  Best  practices  to  increase 
the  analysts’  value  to  you 

►  How  to  evaluate  the 
scope  of  analyst  company 
offerings 

►  Potential  analyst 
conflicts  of  interest— and 
how  to  avoid  them 


Evan  Quinn,  chief  research  officer  for  the  Hurwitz  Group,  an  IT 
analyst  firm  in  Framingham,  Mass. 

“We  used  to  joke  that  every  market  would  be  $1  billion  by  the 
year  2000,”  says  Scott  McCready,  who  logged  nearly  12  years  as 
an  analyst  at  Yankee  Group,  IDC  and  Giga  before  becoming  CEO  of 
ClOview,  a  Boxborough,  Mass.,  software  vendor.  “Once  you  come 
up  with  some  kind  of  growth  rate,  all  you  have 
to  do  is  compound  that  over  several  years  and 
you’re  going  to  come  up  with  a  pretty  big  num¬ 
ber.  But  [analysts]  don’t  do  a  good  job  getting  the 
constraints  of  the  market  right.  I  honestly  think 
[most  forecasters]  sit  around  a  campfire.” 

And  some  analyst  firms  are  joined  around  that 
campfire  by  vendors.  They  accept  payment  from 
vendors  to  create  forecasts  (as  well  as  other  types 
of  research).  McCready  says  that  during  his  ana¬ 
lyst  days,  vendor  sponsors  pressured  him  to 
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Analyst  Services 


change  unfavorable  forecasts  to  their 
advantage. 

All  that  might  seem  more  benign  if  the 
research  weren’t  so  expensive.  According 
to  an  exclusive  CIO  and  Darwin  survey  of 
200  CIOs,  the  average  company  spent 
$552,600  last  year  on  analyst  firms.  That’s 
a  helluva  lot  of  money  to  be  spending  on 
information  that  may  turn  out  to  be  wrong 
(to  say  nothing  of  the  money  your  company 
could  lose  if  it  relied  too  heavily  on  a  faulty 
prediction). 

So  why  spend  celestial  sums  on  advice 
that  is  less  than  divine?  Because  it’s  the  price 
of  admission  to  get  you  in  to  talk  with  these 


people  one-on-one.  If  you’re  looking  for 
value  from  your  analysts,  you  have  to  pick 
up  the  phone.  Choose  your  analyst  firm 
carefully,  then  cultivate  a  one-on-one  rela¬ 
tionship  with  your  designated  guru.  Get 
him  or  her  up  to  speed  on  your  situation, 
including  all  maddening  intricacies  and 
details,  then  ask  for  an  opinion.  Face-to-face 
and  over  the  phone,  analysts  can  be  enor¬ 
mously  valuable. 

At  a  previous  job,  Ken  Kantor  (now  IS 
director  at  musical  system  manufacturer 
Peavey  Electronics  in  Meridian,  Miss.) 
saved  hundreds  of  thousands  on  a  computer 
hardware  purchase  because  a  Gartner  ana¬ 


lyst  shared  street  prices  with  him  over  the 
phone — something  he  could  not  have  done 
in  a  research  report.  Kantor  also  got  the 
analyst  in  on  the  conference  call  with  the 
vendor.  “The  analyst  was  telling  it  like  it 
was,  right  in  front  of  the  vendor.  They 
weren’t  very  pleased  with  each  other  by  the 
end  of  the  call,  but  I  was,”  Kantor  says. 

Maybe  someday  a  brilliant  analyst  firm 
will  stop  basing  its  business  model  on  that 
useless  stack  of  paper  sitting  in  your  office. 
Instead,  your  analyst  will  give  you  a  call 
every  week  to  share  what  he  or  she  has  heard 
from  vendors  and  your  colleagues  out  there 
in  the  trenches.  But  until  that  day  comes,  here 


What’s  BehindTheir  Numbers 


All  too  often,  you  don’t  want  to  know 

When  reading  up  on  a  new  technology,  the 
last  thing  CIOs  have  time  for  is  drilling 
down  into  the  methodologies  analysts 
use  in  preparing  their  forecasts  and  surveys. 

The  CIO  glances  at  the  paragraph  summarizing 
how  many  people  participated  in  the  survey, 
or  she  scans  some  of  the  basic  forecasting 
assumptions,  and  that’s  about  it.  And  to  some 
degree,  that’s  exactly  what  the  analyst  firms 
are  counting  on. 

The  fact  is,  most  analysts'  methodologies  are 
something  less  than  scientific.  Just  how  much 
less  than  scientific  is  a  matter  of  some  mystery. 

Analysts  don’t  like  to  reveal  what’s  going  on 
behind  the  curtain.  If  you  are  curious,  however, 
don't  be  afraid  to  push  them  on  this. 

"If  you’re  paying  for  the  research,  you  have 
every  right  to  know  how  those  numbers  are 
generated.  They  usually  say,  ‘Well,  we  have  this 
model  that  we  use.’  You  can  demand  to  walk 
through  every  single  algorithm  if  you  want  to,”  says  Scott 
McCready,  a  longtime  analyst  and  now  president  of  ClOview,  a 
software  vendor  in  Boxborough,  Mass. 

Mike  Conlon,  CIO  at  the  University  of  Florida  Health  Science 
Center  in  Gainesville,  just  happens  to  also  be  a  biostatistician.  In 
fact,  Conlon  has  a  PhD  in  the  application  of  statistical  principles  to 
medical  research.  And  when  he  analyzes  analyst  methodologies,  he 
doesn’t  like  what  he  sees. 


For  example,  Conlon  takes  issue  with  the  way 
his  analyst  firm  (Gartner)  uses  certain  terms 
that  have  statistical  relevance,  such  as  probabil¬ 
ity  (as  in  this  invented  example:  “The  majority  of 
IT  projects  are  destined  for  failure:  0.9  probabil¬ 
ity”).  “These  probability  statements  are  not 
probability  statements  as  any  statistician  would  be 
used  to  seeing  them,”  says  Conlon.  “Their  use  of 
the  term  has  nothing  to  do  with  mathematical 
models  and  scientific  methodology.  It’s  jargon. 
What  they  mean  to  show  is  how  confident  they  are 
in  their  prediction.” 

Jamie  Popkin,  Gartner  group  vice  president 
and  research  fellow,  explains  that  the  company's 
probability  statements  indicate  Gartner’s  level  of 
confidence  that  an  event  will  occur  within  a 
certain  time  frame.  So  why  does  Gartner  dress 
them  up  in  a  veneer  of  statistical  authority? 

The  probability  statements  aren’t  meant  to 
convey  scientific  certitude— they’re  just  an  easy 
shorthand  for  describing  confidence  levels,  Popkin  says. 
Conlon  argues  that  the  statements  may  be  misleading  to  those 
not  trained  in  statistics.  But  to  be  fair,  he  says,  it  would  probably  be 
impossible  to  bring  statistical  rigor  to  the  world  of  technology 
forecasting  because  the  forecast  would  have  to  be  based  on  too 
many  assumptions  to  be  valid. 

Remember  that  the  next  time  you’re  holding  a  forecast  in  your 
hand,  no  matter  how  “confident”  its  author.  -L.G.  Paul 
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wasting  money.  And  the  analysts  aren’t 
likely  to  clue  you  in,  says  Norma  LaRosa, 
president  and  cofounder  of  Corte  Madera, 
Calif.-based  Kensington  Group,  which 
analyzes  the  analysts.  “CIOs  need  to  put 
together  an  enterprisewide  contract  so  they 
don’t  pay  double  and  triple  what  they  actu¬ 
ally  need  and  use,”  LaRosa  says. 

But  simply  knowing  what  you  are  buy¬ 
ing  isn’t  enough.  Before  signing  up  with 
any  analyst  firm,  you  need  to  establish 


is  our  list  of  six  essential  best  practices  for 
dealing  with  analyst  firms — straight  from  the 
mouths  of  CIOs  who  use  them. 

MANAGE  YOUR  ANALYST 
COMPANY  SUBSCRIPTIONS 

MOST  COMPANIES  (ESPECIALLY  LARGE  ONES) 
do  not  have  anyone  watching  their  con¬ 
sumption  of  analyst  services.  As  a  result, 
many  different  divisions  buy  the  same  ana¬ 
lyst  services,  creating  redundancy  and 


Many  different 
divisions  buy  the 
same  analyst 
services,  creating 
redundancy  and 
wasting  money. 


Analyst  Services 


exactly  who  the  research  consumers  in 
your  company  are  and  exactly  what  they 
need.  “It’s  essential  to  understand  the  user 
group  that  will  use  the  research.  You  can 
do  this  through  internal  survey  work,” 
says  Perry  Gartner,  director  and  lead  ana¬ 
lyst  of  IT  research  reports  and  services  for 
Outsell,  an  analyze-the-analysts  firm  in 
Burlingame,  Calif.  (His  father  is  Gideon, 
the  progenitor  of  GartnerGroup  and  now 
Giga  Information  Group.)  And  one  size 


When  choosing 
an  analyst, 
there’s  a  huge 
temptation 
to  buy  based  on 
reputation.  Resist  it. 


Pay  for  Play 


Technology  vendor  CIOs  say  they  don’t  see  much  of  analysts  unless 
they  pay  for  the  privilege 

If  you’re  the  CIO  at  a  technology  vendor,  you  may  have  even  more  analyst 
complaints  than  your  peers  in  other  industries.  Vendor  CIOs  use 
analyst  firms  for  all  the  reasons  other  CIOs  use  them,  with  one 
key  difference:  The  vendors  have  to  pitch  the  analysts  on  the 
technology  they  sell  so  that  the  analysts  can,  in  turn,  sell 
the  technology  to  the  practitioners.  And  there  is  a  com¬ 
mon  perception  that  to  do  so,  the  vendors  must  pay 
for  the  privilege. 

Companies  that  cannot  afford  the  hundreds  of  thou¬ 
sands  of  dollars  it  costs  to  subscribe  to  the  top  ana¬ 
lyst  companies  have  long  denounced  this  practice  as  a 
polite  form  of  extortion.  It  can  be  very  difficult  for  a 
smaller  firm  to  get  more  than  a  few  minutes  of  an  ana¬ 
lyst’s  time.  “It’s  not  quite  that  direct  that  you  have  to 
subscribe  to  the  service  to  get  on  their  schedule.  But 
anyone  is  more  inclined  to  meet  with  someone  they 
have  a  relationship  with,”  says  James  Brentano,  exec¬ 
utive  vice  president  of  technology  for  Intraware,  a  soft¬ 
ware  vendor  in  Orinda,  Calif.  Intraware  subscribes  to 
half  a  dozen  analyst  services  and  in  the  past  has  spent 
nearly  $500,000  a  year,  according  to  Brentano. 

David  Cearley,  senior  vice  president  and  coresearch 
director  for  Meta  Group  in  Stamford,  Conn.,  denies  there 
is  a  quid  pro  quo  when  it  comes  to  meeting  with  vendors. 

“You  don’t  not  meet  with  a  vendor  just  because  they  refuse  to  sign 

up,”  Cearley  says.  And  if  they  do  elect  to  sign  up,  he  says,  there  is  no  guarantee  of  cov¬ 
erage-favorable  or  unfavorable. 

Still,  vendors  believe  that  they  have  to  play  the  game.  “[The  analysts  are]  part  of  get¬ 
ting  our  message  out  to  customers.  And  then  we  use  them  to  synthesize  for  us  what 
the  market  is  doing,”  says  Brentano.  The  cards  would  appear  to  be  stacked  against 
those  who  can’t  pay  up.  -L.G.  Paul 


doesn’t  fit  all.  In  one  case  Perry  Gartner 
knows  of,  a  CIO  was  so  impressed  with 
Forrester  Research’s  information  that  he 
bought  subscriptions  for  his  entire  IT  staff. 
But  the  people  in  the  trenches  were  not  the 
right  audience  for  Forrester’s  high-level 
view,  and  they  soon  clamored  for  more 
tactical,  hands-on  advice  that  wasn’t  avail¬ 
able  from  Forrester’s  reports. 

It’s  a  good  idea  to  designate  someone  to 
manage  the  analyst  subscriptions  and  dis¬ 
seminate  that  information  throughout  the 
organization.  One  caveat:  This  person 
should  be  from  the  group  that  uses  the 
research  (normally  IT),  not  from  the  cor¬ 
porate  library.  “If  the  librarian  is  the  gate¬ 
keeper  of  the  information,  you’ll  get 
absolutely  no  value  at  all,”  says  David 
Cearley,  who  is  senior  vice  president  and 
coresearch  director  for  Meta  Group  in 
Stamford,  Conn. 


2 


FIND  AN  ANALYST  WHO 
KNOWS  YOUR  INDUSTRY 

WHEN  CONSIDERING  YOUR  ANA- 
lyst  options,  there  is  a  huge 
temptation  to  buy  based  on  rep¬ 
utation.  Resist  it.  Gartner,  Meta, 
Forrester  and  the  like  are  con¬ 
sidered  one-stop  shops,  but 
they  all  have  different  back¬ 
grounds  and  emphases  and 
may  not  provide  the  kind 
of  depth  you  need  in  your 
industry.  The  antidote  to  broad 
generalities:  Hire  a  boutique 
research  firm — there’s  bound 
to  be  at  least  one — that  covers 
your  industry. 

Matt  Maynard,  CIO  at 
Pathology  Associates  Medical 
Laboratories  in  Spokane,  Wash., 
uses  firms,  such  as  York  Harbor, 
Maine-based  Nichols  Management  Group, 
that  concentrate  on  the  medical  laboratory 
industry.  “Because  we  want  to  get  the  most 
value  possible  from  these  firms,  we  want 
to  focus  their  efforts  as  much  as  possible,” 
says  Maynard.  Seek  names  of  boutique 
firms  from  your  peers  in  your  industry. 
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Smart  Choice. 

AIT1  Advantage  Drive. 


For  information  regarding  a  FREE  trial  offer — 
call  1-800-447-1345. 


AIT  is  smart  technology  that  grows  with  your  business. 
And  the  AIT1  tape  drive  is  a  great  way  to  get  started.  For  DDS 
and  other  tape  users  who  are  outgrowing  their  format’s  capacity, 
the  new  AIT1  tape  drive  is  a  smart  choice.  It  delivers  powerful 
AIT  advantages  now  at  a  more  affordable  price: 

•  SUPER  CAPACITY  (90GB  maximum  compressed) 

•  RAPID  SUSTAINED  DATA  TRANSFER  (lOMB/s  compressed) 

•  FAST  FILE  ACCESS  (<27  seconds,  average) 

Beyond  capacity  and  speed,  Sony’s  AIT  drives  and  media  are 
co-engineered  to  deliver  value  and  reliability.  And  the  latest 
generations  of  the  AIT  family,  like  AIT-2  and  AIT-3,  offer  an  ideal 
upgrade  path  as  your  business  grows. 

To  learn  more  about  the  AIT1  tape  drive— and  the  complete 
family  of  AIT  products— visit  our  Web  site  at  www.aittape.com 
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Analyst  Services 


3  DEMAND  REAL-WORLD 
EXPERIENCE 

SOME  ANALYST  FIRMS  HIRE  KIDS  RIGHT  OUT  OF 
college.  We’re  sure  they’re  bright  as  all  get 
out,  but  wisdom  is  the  child  of  experience. 
Don’t  be  afraid  to  dig  in  to  the  credentials 
of  the  analysts  who  advise  you — and  ask 
to  be  matched  with  someone  who  has  been 


a  CIO  or  at  least  worked  in  IT.  James 
Lance,  senior  vice  president  of  IS  and  CIO 
at  The  Elder-Beerman  Stores  of  Dayton, 
Ohio,  appreciates  the  fact  that  his  Meta 
Group  analyst  used  to  be  a  CIO  in  the  retail 
industry.  “He  has  good  know-how  in  deal¬ 
ing  with  the  issues  that  are  foremost  in  my 
mind.”  When  Lance  sought  advice  on  an 


upcoming  telecom  project,  he  was  thankful 
his  analyst  understood  the  constraints  and 
communications  needs  of  a  retail  store. 

If  your  analyst  should  leave  his  firm  and 
strike  out  on  his  own,  it  is  worthwhile  to 
use  him  for  additional  consulting.  But  if 
you  cancel  your  previous  analyst  service  in 
favor  of  a  newly  independent  contractor, 


Who’s  Your  Analyst  in  Bed  With? 

Analyst  companies  wear  their  conflicts  of  interest  comfortably 


The  IT  research  business  lacks  an  individual  similar 
to  the  wine  industry’s  “analyst"  Robert  Parker, 
who  accepts  no  money  or  consideration 
from  any  vintner.  In  sharp  distinction  to 
Parker’s  practice,  IT  analyst  firms  accept 
money  both  from  the  vendors  they 
cover  and  the  users  they  advise— 
clear  conflicts  of  interest.  A  growing 
part  of  some  analyst  firms'  revenues 
comes  from  direct  consulting  with 
vendors  on  products  and  strategy. 

Those  same  firms  then  turn  around 
and  write  reports  for  users  on  those 
same  client  companies.  Also,  most 
analysts  allow  vendors  to  commission 
reports,  known  as  white  papers,  on  specific 
technology  areas  (in  which  the  vendor’s  products 
and  services  are  usually  featured  prominently).  Many 
analysts  then  repurpose  those  white  papers  as  objective  research. 

So,  a  report  with  a  title  such  as  “XYZ  Software  Revs  Up  Its  Direct 
Hosting  Capabilities”  may  actually  be  a  rehash  of  a  piece  of  research 
commissioned  and  paid  for  by  XYZ.  The  CIO  never  knows. 

Most  of  the  200  CIOs  we  interviewed  in  our  CIO  and  Darwin 
survey  seem  to  be  in  denial  on  this  issue.  All  have  heard  horror 
stories  about  analysts  being  in  vendors’  pockets,  but  each  believes 
his  own  analyst  is  clean.  More  than  80  percent  of  CIOs  surveyed 
believe  the  information  they  receive  from  analysts  is  at  least  some¬ 
what  objective.  Interestingly,  of  that  80  percent  only  3  percent  said 
their  analysts  were  completely  objective.  Unfortunately,  that  may  be 
wishful  thinking.  Accepting  money  from  those  they  purport  to  rate  is 
“absolutely  a  conflict,”  according  to  Ron  Berenbeim,  a  business 
ethics  expert  and  principal  researcher  at  The  Conference  Board,  a 
nonprofit  research  organization  in  New  York  City. 

The  party  line  from  the  analysts  is  that  they  wouldn’t  dream  of 
skewing  their  research  in  favor  of  their  vendor  clients  because  if  they 


did,  no  one  would  trust  them.  “We  do  work 
with  vendors,  and  we  also  report  on  those 
vendors.  But  it  is  more  damaging  to  us  to 
make  a  million-dollar  deal  with  a  vendor 
and  then  write  an  inaccurate  puff  piece 
than  to  just  walk  away  from  the  busi¬ 
ness.  The  user  community  sees 
through  this  stuff  very  quickly," 
says  David  Cearley,  senior  vice 
president  and  coresearch  director 
for  Meta  Group  in  Stamford,  Conn. 

“I  think  analyst  firms  are  just  rational¬ 
izing  what  they  do,”  responds  Berenbeim. 

Few  analyst  firms  have  policies  barring 
employees  from  owning  stock  in  the  companies 
they  write  about.  Gartner  and  Forrester  Research  are 
exceptions.  “Analysts  are  absolutely  barred  from  trading 
stock  in  companies  they  cover.  That  will  quickly  get  you  fired,”  says 
Jamie  Popkin,  group  vice  president  and  research  fellow  for  Gartner. 

An  even  more  rigorous  code  is  followed  by  one  smaller  New  York 
City-based  research  firm,  Basex,  which  does  not  allow  its  analysts  to 
see  its  own  sales  data,  effectively  providing  the  “separation  of  church 
and  state”  structure  all  reputable  business  publications  follow. 

For  their  part,  the  CIOs  interviewed  here  seem  to  believe  that 
although  the  model  may  not  be  ideal,  it  works. 

“The  system  is  not  perfect,  but  it’s  reasonably  optimized  to  serve 
the  needs  of  the  parties,”  says  James  Brentano,  executive  vice 
president  of  technology  for  Intraware,  a  software  vendor. 

Prior  to  engaging  any  analyst  firm— whether  it’s  perfect,  optimized 
or  compromised— Matt  Maynard,  CIO  of  Pathology  Associates 
Medical  Laboratories,  requires  the  analysts  to  sign  a  detailed  state¬ 
ment  disclosing  any  potential  conflicts  of  interest.  These  include 
stock  ownership,  any  hint  of  nepotism  and  whether  the  firm  accepts 
payment  from  vendors,  and  if  so,  which  ones.  Says  Maynard,  “I 
expect  all  my  analysts  to  be  independent."  -L.G.  Paul 
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watch  out:  Most  analysts  sign  noncompete 
agreements  that  bar  them  from  working  for 
a  competitor  or  “stealing”  clients  for  at 
least  a  year. 

4  DON’T  BE  AFRAID  TO 
NEGOTIATE 

BUYING  ANALYST  SERVICES  IS  LIKE  BUYING  AN 
airline  ticket — everyone  pays  a  different 
price,  though  the  analysts  don’t  like  to 
admit  that.  Meta’s  Cearley  says  the  onus  is 
on  the  CIO  to  ask  the  sales  rep  (not  the  ana¬ 
lyst)  what  other  pricing  packages  are  avail¬ 
able,  especially  if  they  are  heavy  users. 
“CIOs  generally  don’t  spend  enough  time 
[trying  to]  understand  what  all  the  differ¬ 
ent  options  are,”  says  Cearley. 

Educate  yourself,  and  don’t  be  afraid  to 
negotiate,  Perry  Gartner  advises.  “It  pays 
to  be  insistent  on  what  your  lim¬ 
its  are.  It’s  very  easy  to  get  intim¬ 
idated.  But  CIOs  need  to  say, 

‘My  budget  is  X,  my  needs  are 
Y,  and  if  you  want  my  business, 
you  have  to  work  with  me  to 
configure  a  service  that  meets 
these  parameters,”  says  Perry  in 

Gartner.  “Analyst  firms  are  expe¬ 
riencing  increasing  downward 
pressure  on  prices  for  content 
services.”  The  CIOs  interviewed 
for  this  article  said  they  do  not 
attempt  to  negotiate  price  with  their  ana¬ 
lyst  firms.  But  it  pays  to  be  bold.  The  client 
who  complains  might  just  be  the  one  who 
gets  the  discount. 

5  GET  UNDERNEATH  THE  REPORTS 
AND  CASE  STUDIES 

“it’s  less  important  what  the  analyst 
has  written  and  more  important  what  they 
will  tell  you  on  the  phone.  The  research  is 
the  opening  salvo.  The  real  relationship 
starts  when  you  pick  up  the  phone,” 
McCready  says. 

Mike  Conlon,  CIO  at  the  University  of 
Florida  Health  Science  Center  in  Gaines¬ 
ville,  prepares  himself  for  all  his  analyst 
phone  calls.  He  does  research  ahead 
of  time,  puts  one  of  his  employees  on  the 


cio.com _ 

Scrutinize  the  latest  reports  from 
analysts— visit  the  ANALYST  CORNER 
at  www.cio.com/analyst. 


line  with  him  in  case  he  forgets  something 
and  presses  analysts  hard  on  technical 
issues.  “They’re  supposed  to  be  the 
experts.  Try  to  smoke  them  out  a  little 
bit,”  he  advises. 

While  you’re  on  the  phone,  it  pays  to  ask 
your  analyst  to  dish  the  dirt  on  the  latest 
case  study  he  or  she  wrote.  “Get  the  ana¬ 
lyst  on  the'phone  and  ask  for  the  real 
scoop,”  says  Efrem  Mallach,  CEO  and 
cofounder  of  the  Kensington  Group. 
Analysts  gather  a  lot  of  dirt  that  they  don’t 


outside  his  domain.  His  recommendation 
to  the  brokerage  turned  out  to  be  wrong, 
and  they  were  very  angry.  “Analysts  get 
stretched.  They’re  being  asked  to  do  all 
these  things.  If  you  say,  ‘I  don’t  know  the 
answer  to  that,’  there  would  be  this  awful 
silence.  They  would  be  wondering,  What 
else  doesn’t  he  know?”  says  McCready. 

Don’t  expect  analysts  to  have  flawless 
insight  in  every  area.  Have  your  B.S.  meter 
on  during  every  exchange  with  your  ana¬ 
lyst.  Don’t  let  him  gloss  over  something. 
Push  him  for  depth,  and  if  you  don’t  get 
enough,  don’t  follow  the  advice.  Seek  your 
information  elsewhere. 

THE  VERY  BEST  PRACTICE  OF  ALL  IS  BEING 
aggressive  in  helping  your  analysts  get  to 
know  you.  Find  out  how  much  one-on-one 


Analysts  gather  a  lot  of  dirt  that 
they  don’t  end  up  using 
the  case  study.  But  they  can  tell  you  that 


information  on 


end  up  using  in  the  case  study.  But  they  can 
tell  you  that  information  on  the  phone,  says 
Hurwitz  Group’s  Quinn.  You’re  looking  for 
the  not-for-publication  tidbits  that  could 
save  you  hassle  and  money  during  your 
implementation. 

6  DON’T  MAKE  YOUR  ANALYST 
STRETCH  TOO  FAR 

WHEN  CUSTOMERS  PRESS  ANALYSTS  TO  REACH 
beyond  their  area  of  expertise,  bad  things 
can  happen.  “There  are  a  few  phrases  ana¬ 
lysts  have  difficulty  speaking:  ‘I  don’t 
know’  and  ‘I  don’t  cover  that  in  depth,”’ 
says  Quinn. 

McCready  recalls  once  getting  into  trou¬ 
ble  when  a  large  brokerage  house  asked 
him  to  do  some  custom  research  that  was 


the  phone. 


time  you’re  allowed  with  your  analysts  and 
bump  it  up  if  it’s  sparse.  Get  on  the  phone, 
listen  to  their  recommendations,  then  keep 
your  own  counsel,  using  as  many  different 
sources  of  information  as  possible.  Expect 
all  those  sources  to  melt  away  when 
accountability  time  arrives.  Bad  advice 
doesn’t  qualify  you  for  a  refund  or  exemp¬ 
tion  from  the  consequences  within  your 
own  company.  Says  Conlon,  “I’m  the 
accountable  person.  They’re  advising.  I’m 
deciding.  I’m  not  forced  to  do  what  they 
tell  me.”  BE] 


Want  to  write  your  own  report  on  the  analysts? 
Send  an  e-mail  to  letters@cio.com.  Lauren  Gibbons 
Paul  is  a  freelance  writer  in  Waban,  Mass. 
E-mail  her  at  laurenpaul@mediaone.net. 
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conjunction  with  the  CIO  100  Special  Issue 
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achievements  of  100  organizations  for 
Innovation  for  the  Future  of  the  Enterprise. 
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SUNDAY,  AUGUST  12 

8:30  AM -1:30  PM 

Riverwalk  Golf  Tournament 

CIO  hosts  a  tournament  at  the 
Riverwalk  championship  course. 

3:00  PM  -  5:00  PM 

Registration 

7:00  PM  -  9:00  PM 

Cafe  1 00  Welcome  Reception 

Meet  and  network  with  other 
participants,  Award  Honorees 
and  Symposium  Partners. 

9:00  PM -10:30  PM 

Golf  Awards  Ceremony 

Hosted  by  Tivoli  Systems,  Inc. 

MONDAY  AUGUST  13 

7:30  AM -8:10  AM 

Registration  and  Breakfast 

8:15  AM -8:30  AM 

Welcome  and  Opening 
Remarks 

Gary  Beach 
Group  Publisher 
CXO  Media  Inc. 


8:30  AM  -  8:45  AM 

An  Obligation  to  Innovate 

Craig  Conway 
President  &  CEO 
PeopleSoft,  Inc. 

In  order  to  fulfill  our  promises  to 
shareholders,  customers  and 
employees,  we  as  business  and 
industry  leaders  have  an  obliga¬ 
tion  to  continue  to  strive  for  inno¬ 
vative  ways  of  creating  new  value, 
new  technologies,  services  and 
products,  and  new  opportunities. 

8:45  AM  -  9:30  AM 

The  CIO's  Future:  Leadership  in 
an  Age  of  Creative  Destruction 

Paul  Saffo 

Director,  Institute  for  the  Future 

Welcome  to  a  brave  new  world  of 
creative  destruction,  where 
economies  of  structure  displace 
economies  of  scale,  and  informa¬ 
tion  systems  become  more 
strategic  than  ever.  Saffo  tells  us 
how  to  turn  the  old  rules  upside 
down  for  success. 

9:30  AM  -  10:30  AM 

Tri-Channel  or  Toast:  Internet- 
Driven  Innovation  in  Apparel 
Marketing 

Michael  Boyd 


Director  of  Customer  Relationship 

Management 

Eddie  Bauer 

Boyd  shares  not-so-obvious 
learnings  about  how  to  use  the 
power  of  the  Internet  to  drive  not 
just  an  online  presence,  but  a 
fully  integrated  multi-channel 
marketing  strategy  that  wins  new 
customers  and  maximizes  their 
value  to  the  enterprise. 

10:30  AM- 11:00  AM 

Mid-Morning  Break 

1 1:10  AM  - 1 1:55  AM 
Industry  Briefings 

Our  Corporate  Partners  present 
case  studies  and  histories. 

12:10  PM- 12:55  PM 

Industry  Briefings 

1:15  PM -2:30  PM 

Luncheon 

2:45  PM  -  3:45  PM 

Creativity  and  Technology 

Danny  Hillis 

Co-founder,  Applied  Minds 

Creativity  is  the  driving  force  of 
technological  change,  and  is  a 
key  ingredient  to  the  successful 
application  of  technology.  But 
what  does  this  really  imply  about 


how  we  should  manage  and 
encourage  creativity? 

3:45  PM  -  4:45  PM 

CIO  100  Honoree  Panel 
Discussion 

In  this  free-wheeling  roundtable, 
our  Award  Honorees  share 
the  innovative  business  and  tech¬ 
nology  strategies  that  earned 
them  the  CIO  1 00  Award. 


4:45  PM  -  5:30  PM 
Special  Presentation  on 
Security  and  Privacy 

CIO,  in  conjunction  with  the  US 
Department  of  Commerce's 
Critical  Infrastructure  Assurance 
Office,  hosts  a  special  presenta¬ 
tion  on  security  and  privacy. 

6:00  PM  -  7:00  PM 
Cafe  1 00  Reception 

Catch  up  with  other  participants, 
share  ideas  and  experiences,  and 
enjoy  the  view. 

TUESDAY  AUGUST  14 

7:00  AM  -  7:45  AM 

Breakfast 

7:45  AM  -  8:00  AM 

Day  Two  Welcome 


CIO  100  Symposium  &  Awards 
August  12  -  14,  2001 
Hotel  del  Coronado 
San  Diego,  CA 

Enrollment  Application 


If  this  is  your  first  CIO  Symposium, 
your  business  card  is  required 
to  process  your  registration . 


□  I  won’t  be  able  to  attend,  but  please  keep  me  updated  on  future  CIO  events. 


Name: _ Telephone:  _ 

Title: _ Facsimile: _ 

Company: _ 

Address:  _ Mail  Stop: _ 

City,  State,  Zip:  _ 

E-mail  Address: _ Web  site  URL: _ 

Name  as  you  want  it  to  appear  on  your  badge: _ 

□  I  will  be  attending  the  Award  Ceremony  Dinner  on  Tuesday  evening. 

□  I  will  bring  a  companion  at  the  cost  of  $350.  Name  of  my  companion: _ 

(Please  note  Companion  Program  details  under  enrollment  fees) 

□  My  companion  will  be  attending  the  Award  Ceremony  Dinner  on  Tuesday  evening.  TJY2 

What  Is... 

Your  primary  industry? 

Your  organization’s  annual  revenues  or  assets?  _ 

Your  annual  IT  budget? 

Payment: 

□  Check  enclosed 

Executive  Programs,  CXO  Media  Inc.,  P3620, 

Boston,  MA  02241-3620 

□  P.O.  #  _ 

(A  complete  purchase  order  must  be  submitted  within  10 
business  days.) 

□  MC  /  Visa  /  AMEX  (circle  one) 

Acct.  #:  _ 

Signature:  _ 

Exp.:  _ 

All  fees  must  be  paid  prior  to  the  Symposium,  and  all  cancella¬ 
tions  and  changes  must  be  made  in  writing.  You  may  cancel 
your  Symposium  or  companion  attendance  up  to  July  13,  2001 
without  penalty.  A  $650  administration  fee  will  be  imposed  for 
cancellations  received  between  July  14  -  July  27,  2001.  No 
refund  or  credit  will  be  given  for  cancellations  received  on  or 
after  July  27,  2001  or  for  no-shows.  CXO  reserves  the  right  to 
limit  attendance  to  practitioners  and  Partner  organizations. 

355-0246,  fax  back  to  508  879-7720, 
or  visit  our  Web  site  at  www.cio.com/conferences 


Enrollment  Fees: 

O  $3,100  IS  Practitioner/Executive 

Please  make  your  hotel  reservations  immediately  by  calling  the  Hotel  del 
Coronado  at  619  435-6611.  To  receive  the  discounted  rate,  please  mention 
that  you  are  attending  the  CIO  100  Symposium  when  making  your 
reservations.  This  fee  does  not  include  hotel. 

O  $3,715  Government/Military 

This  fee  includes  your  hotel  for  three  nights.  CXO  will  make  your  hotel 
reservations  for  arrival  Sunday,  August  12  and  departure  Wednesday, 

August  15.  Additional  hotel  reservations  are  your  responsibility. 

O  $350  Companion  Program 

This  fee  includes  all  scheduled  meals,  receptions  and  entertainment, 
companion  breakfast,  planned  companion  activities  and  the  CIO  100  Awards 
Ceremony.  Companions  are  not  eligible  to  participate  in  the  golf  tournament 
or  Symposium  sessions.  Companions  must  be  enrolled  in  this  program  to 
attend  any  Symposium  function. 

O  $10,000  Sales/Marketing/Consulting 

This  fee  applies  if  you  hold  a  sales,  marketing,  business  development  or 
consulting  position,  including  executive  management  of  IT  vendor  and 
consulting  companies.  This  enrollment  fee  is  payable  by  company  check 
on!  and  does  not  include  three  nights  hotel.  CXO  will  make  the  final 
detc  ii nation  of  this  category. 

To  enroll  or  for  more  information,  call  800 


The  2001  CIO  100  Awards  will  recognize  markedly  refining,  redefining  and  improving 
companies  that  have  demonstrated  innova-  relationships  with  outside  partners  or 
tion  in  a  number  of  areas:  by  creating  new  customers;  by  creating  and  honoring  internal 


products  and  services 
that  offer  potentially 
significant  benefits  in 
the  marketplace;  by 


TUESDAY,  AUGUST  14 
(continued) 

8:00  AM  -  9:00  AM 

Innovation  versus  Inertia: 
Breaking  the  Back  of  the 
Innovator's  Dilemma 

Geoffrey  Moore 
Founder  and  Chairman 
The  Chasm  Group 

Last  year,  Geoff  Moore  shared  his 
prescriptive  agenda  for  tackling 
the  "innovator's  dilemma:"  how 
can  you  possibly  succeed  in 
innovation  when  the  very  man¬ 
agement  processes  by  which  you 
maintain  your  current  success  are 
working  powerfully  against  you? 
This  year,  he  returns  to  discuss 
what  lessons  he  has  learned  from 
his  initial  engagements  with 
Fortune  2000  companies. 

9:00  AM  - 1 0:00  AM 

Leveraging  Alliances  to  Lead 
Innovation  in  e-Business 

Darrell  J.Zavitz 

Global  Director,  1/5  for  the  S&EP 
Business  Group 

The  Dow  Chemical  Company 

Dow  continues  to  combine 
strength  and  sensibility  with 
speed  and  agility  in  building  its 


The  Famous  Hotel  del  Coronado 

Recognized  as  a  one-of-a  kind  setting,  the 
Hotel  del  Coronado  offers  a  unique  way  to  experience 
the  elegance  of  another  era,  and  is  proud  to  be  chosen 
to  host  the  CIO  100  Symposium  &  Awards. 

An  ambitious  restoration  of  the  hotel  is  now  complete, 
preserving  this  beloved  landmark  for  all  who  have  fallen- 
and  all  who  have  yet  to  fall — under  her  spell. 


e-Business  strategy.  By  leveraging 
their  globally  integrated  IT 
infrastructure  with  new  Internet- 
based  technology,  Dow  is 
demonstrating  innovation  in  a 
broad  range  of  global  projects 
that  are  creating  value  for 
customers  and  shareholders. 

10:00  AM  - 10:30  AM 

Mid-Morning  Break 

10:40  AM -11:25  AM 

Industry  Briefings 

1 1 :30  AM  - 1 2:30  PM 

CIO  100  Honoree  Panel 
Discussion 

Honorees  reveal  their  innovation 
strategies. 

12:35  PM  - 1:55  PM 

Luncheon 


2:00  PM  -  3:00  PM 
Transforming  the  Corporate 
Landscape 

John  Seely  Brown 
Chief  Scientist,  Xerox  Corporation 
With  dot.coms  becoming 
dot.toast,the  coast  is  now  clear 
for  starting  serious  new  compa¬ 
nies  and  evolving  existing  ones 
into  enterprises  that  will  restruc¬ 
ture  industries  and  —  more  radi¬ 
cally  —  potentially  restructure 
the  entire  corporate  landscape. 

3:15  PM -4:30  PM 
Executive  Mindshare  Sessions 

Led  by  senior  CIO  Magazine 
Editors,  these  intimate  groups 
exchange  experiences  and 
solutions  on: 

•  IT  Value:  How  to  Do  More  with 
Less  —  and  Prove  It 

•  Integration  Challenges: 
Technology's  Just  the  Beginning 

•  IT  Sourcing:The  Best  Options 
for  Tough  Times 


processes  to  remain 
successful  and  drive 
the  company  in  new 


directions. 


•  Internet  Security:  Do  You  Know 
Where  Your  Vulnerabilities  Are? 

•  Customer  Relationship 
Management:  Bursting  the 
Hype  Bubble 

•  Strategic  Leadership:  Exerting 
Influence  in  the  Enterprise 

•  E-Business:  Is  There  an 
Exchange  in  Your  Future? 

4:30  PM  -  6:00  PM 
Informal  Networking 

Trade  notes  with  other  partici¬ 
pants,  relax  and  catch  your  breath, 
then  get  spiffed  up  in  that  tux  or 
gown  for  the  night's  festivities. 

6:00  PM  -  7:00  PM 

Cafe  1 00  Reception 

See  and  be  seen  is  the  order  of 
the  evening. 

7:00  PM  -  9:30  PM 

CIO  1 00  Awards  Dinner  and 
Ceremony 

You  are  invited  to  attend  a  spe¬ 
cial  black  tie  dinner  and  awards 
ceremony  to  recognize  this  year's 
CIO  100  Award  Honorees. 

9:30  PM -11:00  PM 
Dessert  Reception 

Hosted  by  PeopleSoft,  Inc., 

CIO  100  Awards  Ceremony 
underwriter. 


Case  Files:  Hygeia  Travel  Health 

CUSTOMER  FOCUS 
KNOWLEDGE  MANAGEMENT 
PROJECT  MANAGEMENT 

►  VALUE  PROPOSITION  4 


COMPANY  INFO 

HEADQUARTERS 

Toronto 

FOUNDED 

1994 

EMPLOYEES 

52 

URL 

www.hygeia.net 

VALUE  METHODOLOGY 

Two  separate  teams  estimate  a 
proposed  project’s  costs  and  bene¬ 
fits,  including  impact  on  revenues, 
profitability  in  the  first  year  and 
client  retention.  The  teams  meet  to 
decide  whether  to  fund  the  project. 
Approved  projects  are  then 
grouped  by  size  and  ranked  for 
order  of  implementation. 


THE  PLAYERS 

ROD  HAMILTON 

CIO 

VIRGIL  BRETZ 

CEO 

DAVID  ANGELONE 

Chief  marketing  officer 
for  providers 


CASE  ANALYST 

DOUGLAS  HUBBARD 

President,  Hubbard  Decision 
Research  in  Glen  Ellyn,  III. 


Two  Teams 
Are  Better 

than  One 

When  it  comes  to  estimating  the  costs  and  benefits  of  proposed 
projects,  Hygeia  Travel  Health  finds  that  a  division  of  labor  is  the 
ticket  to  success  by  ben  worthen 


YOU  MAY  NEVER  have  heard  of  Hygeia  Travel 
Health.  The  Toronto-based  health  insurance 
company’s  clients  are  the  insurers  of  foreign 
tourists  to  the  United  States  and  Canada.  Say  a 
sightseeing  Spaniard  falls  and  needs  hip  replace¬ 
ment  surgery.  Hygeia  works  with  the  traveler’s 
home-country  health  insurance  provider,  finding 
a  local  doctor  and  handling  the  paperwork.  But 
while  Hygeia  may  not  be  a  company  most 
Americans  have  occasion  to  learn  about  first¬ 
hand,  it  does  have  a  lot  to  teach  CIOs  about 
evaluating  IT  projects.  Last  year,  the  company 
developed  a  structured  process  to  help  it  analyze 
and  select  from  among  multiple  investment 
alternatives,  and  it  has  already  used  it  success¬ 
fully  on  27  projects. 

The  travel  health  market  has  grown  radically 
during  the  past  few  years,  and  Hygeia  has 
grown  along  with  it.  Hygeia  is  basically  a  mid¬ 
dleman  between  a  foreign  HMO  and  a  network 
of  American  doctors  and  hospitals.  Any  HMO 


has  a  network  of  doctors  who,  in  return  for  a 
guaranteed  customer  base,  give  the  HMO  dis¬ 
counted  rates.  Hygeia  basically  does  the  same 
thing.  It  has  a  network  of  American  doctors  to 
whom  it  guarantees  a  customer  base  of  sick 
travelers — a  profitable  clientele,  since  most 
require  only  minor  treatment  and  never  come 
back  for  follow-up  visits.  Hygeia  then  passes  the 
savings  along  to  the  foreign  HMO,  which 
would  otherwise  be  forced  to  pay  full  price  to 
a  doctor  not  on  its  plan. 

In  2000  the  privately  held  6-year-old  com¬ 
pany,  which  has  52  employees,  grew  300  per¬ 
cent.  This  year,  CIO  Rod  Hamilton  expects 
growth  of  another  300  percent  to  500  percent. 
“Last  year  it  was  a  good  ‘wow’  situation,”  he 
says.  “We  were  able  to  cope  with  it.  It’s  not 
‘wow’  now.  This  is  a  frightening  situation.” 

Case  in  point:  Hygeia  had  a  relatively  easy 
time  hand-processing  the  20,000-plus  claims 
submitted  in  2000.  But  in  2001  that  number  will 
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grow  by  300  percent,  and  within  five  years, 
says  Hamilton,  it  should  reach  millions. 

With  the  company  growing  so  quickly, 
each  business  project  has  to  be  successful 
either  in  raising  revenue,  cutting  costs  or  sub¬ 
stantially  increasing  Hygeia’s  standing  with 
its  customers,  says  Hygeia  CEO  Virgil  Bretz. 
Last  summer  Hygeia  developed  a  process 
through  which  every  project — whether  it’s  a 


new  e-commerce  system  or  simply  a  change 
to  the  website — is  evaluated. 

The  process  itself  is  relatively  straightfor¬ 
ward.  The  project  evaluation  committee, 
consisting  of  six  senior  executives,  splits  into 
two  groups.  One  group  includes  CIO 
Hamilton,  along  with  the  heads  of  opera¬ 
tions  and  research  and  development,  and 
analyzes  the  costs  of  every  project.  The  other 


The  number  of  claims 
Hygeia  processes  will 
grow  300  percent  this 
year,  creating  a  situation 
CIO  Rod  Hamilton  (left) 
calls  “frightening.” 


group  consists  of  the  two  chief  marketing 
officers  (for  insurance  providers  and  payers) 
and  the  head  of  business  development,  and 
they  analyze  the  expected  benefits.  The 
groups  are  permanent,  and  to  stay  objective, 
they  don’t  discuss  a  project  until  both  sides 
have  evaluated  it.  The  results  are  then 
shared,  both  on  a  spreadsheet  and  in  con¬ 
versation.  Projects  are  then  approved,  passed 
over  or  tabled  for  future  consideration. 

Bretz  says  the  process  works  for  two  rea¬ 
sons.  First,  it  considers  only  objective  meas¬ 
ures,  such  as  revenue  possibilities  and  costs. 
That  way,  Hygeia  avoids  favoring  pet  projects 
and  other  potential  hazards.  “The  process  is 
very  deductive,”  says  Bretz.  “We  see  all  the 
options  and  then  find  the  winners.” 

The  process  also  fosters  communication 
among  departments.  The  committee  meets 
every  Monday  to  discuss  and  evaluate  new 
proposals.  It  is  a  large  time  commitment,  but 
Bretz  feels  it  builds  understanding  and  con¬ 
sensus  within  the  organization. 

Three  Examples 

Hygeia  uses  the  same  process  to  examine 
every  proposed  project.  The  benefits  team — 
led  by  David  Angelone,  chief  marketing  offi¬ 
cer  for  providers — estimates  three  things:  the 
impact  on  revenues,  the  impact  on  prof¬ 
itability  in  the  first  year  and  client  retention. 
The  team  makes  its  estimates  using  past 
experience  at  Hygeia,  information  about  its 
industry  and  projections  about  future  busi¬ 
ness  prospects.  Later,  it  will  compare  these 
estimates  with  the  costs  team’s  findings. 
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The  following  three  examples  show  how 
the  same  process  was  used  on  unrelated 
projects  for  very  different  outcomes. 

1.  THE  ALL-OUT  SUCCESS  STORY  In  2000 
Hygeia’s  sales  department  proposed  hiring 
dedicated  account  managers  for  the  com¬ 
pany’s  six  largest  customers.  Angelone  says 
the  benefits  team,  in  three  meetings,  dis¬ 
cussed  all  the  possible  benefits  of  hiring  two 
new  account  managers.  For  example,  they 
concluded  the  new  managers  would  allow 


VALUATION  FLOW  CHART 

Hygeia’s  project  evaluation  and  selection  process 

•  Estimate  costs 

•  Estimate  benefits  concurrently,  including  impact  on 
revenues,  impact  on  profitability  in  the  first  year  and 
client  retention 

•  Compare  costs  and  benefits 

•  Approve,  reject  or  revise  project 

•  Group  approved  projects  by  size 

•  Rank  within  groups  for  order  of  implementation 


for  closer  tracking  of  clients  and  their  needs, 
and  would  lead  to  better  contracts  and  more 
efficient  processes  for  handling  claims.  The 
team  estimated  that  the  account  managers 
would  increase  sales  by  $700,000  per  year. 

The  benefits  group  also  concluded  the 
closer  ties  to  big  customers  would  reduce 
costly  errors,  such  as  by  preventing  cus¬ 
tomers  from  filing  incomplete  claims. 
Committee  members  also  felt  that  the  dedi¬ 
cated  managers  would  lead  to  longer-last¬ 
ing  relationships  with  key  customers  and 
that  those  relationships  would  only  become 
more  profitable  in  time.  They  estimated  it 
would  increase  customer  loyalty  by  10  per¬ 
cent.  Overall,  the  benefits  team  felt  it  could 
increase  the  company’s  profits  by  0.75  per¬ 
cent  by  hiring  the  two  account  managers. 

The  costs  team,  led  by  CIO  Hamilton, 
considered  three  principle  costs:  recruitment, 
training  and  salary.  Recruitment  and  training 
was  figured  at  18  weeks  with  a  cost  of 
$1,600  per  week,  based  on  Hygeia’s  stan¬ 
dard  cost  from  past  experience.  Adding 


salaries  to  this  calculation  brought  the  total 
cost  to  $108,800  per  person,  or  a  total  of 
$217,600  for  two  positions.  Since  that  was 
expected  to  return  more  than  $700,000  in 
new  revenues  alone,  the  executives  immedi¬ 
ately  approved  the  project. 

2.  THE  NO-GO  Last  year,  the  marketing 
department  proposed  purchasing  a  claims 
database  filled  with  detailed  information  on 
the  costs  of  treating  different  conditions  at 
different  facilities.  Hygeia  was  to  use  this 
information  to  estimate 
how  much  money  insur¬ 
ance  providers  were 
likely  to  owe  on  a  given 
claim  if  a  patient  was 
treated  at  a  certain  hos¬ 
pital  as  opposed  to  any 
other.  For  example,  a 
45 -year-old  man  suffer¬ 
ing  a  heart  attack  may 
accrue  $5,000  in  treat¬ 
ment  costs  at  hospital  A, 
but  only  $4,000  at  hos¬ 
pital  B.  This  information 
would  allow  Hygeia  to  recommend  the 
cheaper  hospital  to  its  customer.  That  would 
save  the  customer  money  and  help  differen¬ 
tiate  Hygeia  from  its  competitors. 

The  benefits  team  used  the  same  three- 
meeting  process  to  discuss  all  the  possible 
benefits  of  implementing  the  claims  data¬ 
base.  Members  of  the  team  talked  to  cus¬ 
tomers  and  made  a  projection  using 
Hygeia’s  past  experience  and  expectations 
about  future  business  trends.  The  verdict: 
The  benefits  team  projected  a  revenue  in¬ 
crease  of  $210,000.  Client  retention  would 
rise  by  2  percent.  And  overall,  profits  would 
increase  by  0.25  percent.  “Small  stuff,” 
acknowledges  Hamilton.  “But  we  didn’t 
know  that  going  in.” 

The  costs  team,  meanwhile,  came  up  with 
large  estimates:  $250,000 
annually  to  purchase  the 
database  and  an  addi¬ 
tional  $71,000  worth  of 
internal  time  to  make  the 
information  usable.  Put  it 


cio.com 


For  the  latest  metrics  on 
IT  value,  visit  METRICS 
at  www.cio.com/metrics 


all  together  and  it  was  a  financial  loss  of 
$11 1,000  in  the  first  year. 

The  project  still  could  have  been  good  for 
marketing — maybe  even  good  enough  to 
make  the  loss  acceptable,  Hamilton  says. 
But  some  of  Hygeia’s  clients  were  also  in  the 
claims  information  business  and  therefore 
potential  competitors.  This,  combined  with 
the  financial  loss,  was  enough  to  make  the 
company  reject  the  project. 

3.  FURTHER  REFINEMENT  In  early  2001  the 
payer  marketing  team  proposed  a  project  to 
automate  the  system  for  processing  doctors’ 
smaller  claims  by  integrating  the  processing 
with  Hygeia’s  website. 

The  proposal  came  out  of  an  important 
observation:  Most  of  the  company’s  revenue 
comes  from  claims  for  in-patient  hospital 
stays,  clinical  tests  and  the  like,  which  can 
run  more  than  $100,000.  These  claims  rep¬ 
resent  about  20  percent  of  Hygeia’s  business 
and  80  percent  of  its  revenues.  The  remain¬ 
ing  80  percent  of  business  consists  of  physi¬ 
cian  claims,  most  of  which  are  less  than 
$1,000  and  often  less  than  $100.  In  many 
cases,  the  cost  of  paying  someone  to  process 
these  claims,  and  thus  get  the  discount 
promised  to  customers’  health  plans,  is  actu¬ 
ally  greater  than  Hygeia’s  processing  fee. 
Sometimes,  Hamilton  says,  Hygeia  processes 
these  claims  for  larger  clients  and  absorbs 
the  financial  hits.  Many  times,  Hygeia  sim¬ 
ply  pays  the  bills  in  full.  The  project  pro¬ 
ponents  reasoned  that  if  the  physicians’ 
claims  forms  could  be  moved  online,  allow¬ 
ing  doctors  to  fill  out  the  forms  themselves, 
then  it  would  eliminate  staff  processing  costs 
for  these  small  claims. 

The  benefits  team  estimated  that  the 
project  would  help  the  company  recover 
$840,000  in  revenue.  Based  on  assessments 
of  past  business  and  projections  for  future 
growth,  the  team  also  estimated  that  the 
project  would  provide  for 
a  5  percent  profits  increase 
and  a  10  percent  rise  in 
customer  retention. 

The  costs  team,  mean¬ 
while,  determined  that 
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DON’T  FORGET  RISK 

BY  DOUGLAS  HUBBARD 

HYGEIA’S  TWO-COMMITTEE  PROCESS  may  offer  an 
important  benefit  by  implementing  a  division  of  labor  simi¬ 
lar  to  that  seen  in  various  accounting  functions.  With  this 
approach  it  would  be  difficult  for  any  one  person  to  adjust 
the  numbers  until  he  got  the  answer  he  wanted.  A  conspir¬ 
acy  of  two  or  more  individuals  from  different  groups  would 
have  to  occur  to  fabricate  a  particular  ROI.  It  is  certainly 
plausible  that  this  process  helps  to  encourage  objectivity. 

Unfortunately,  while  Hygeia’s  committee  solution  does 
address^certain  estimating  biases,  it  still  feeds  this  infor¬ 
mation  into  a  traditional  ROI  calculation,  which  is  mislead¬ 
ing  no  matter  how  good  the  estimates  were.  Most  account¬ 
ing-style  ROI  calculations  ignore  some  of  the  most  critical 
factors  in  IT  investments  because  they  appear  to  be  intan¬ 
gible.  Risk,  information  value  and  flexibility,  for  example, 
are  often  considered  unquantifiable  when  in  fact  they  have 
totally  objective  measures  with  provable  economic  valuations. 

Computing  the  economic  impact  of  risk  is,  in  fact,  the  domain  of  Hygeia’s  indus¬ 
try.  Yet  I’ve  found  insurance  companies  almost  never  use  methods  from  actuarial 
science  in  IT  assessments.  I’ve  even  seen  the  IT  departments  at  such  companies 
treat  risk  as  an  intangible.  But  if  Hygeia  asked  one  of  its  actuaries  to  compute  a 
true  risk/return  analysis  of  an  IT  investment,  it  might  be  surprised  by  the  results. 

The  actuary  would  surely  find,  as  I  have,  that  IT  investments  are  relatively  risky,  and 
measuring  that  risk  would  have  a  profound  effect  on  IT  decisions. 

To  say  that  the  committee  solution  is  better  than  Hygeia’s  previous  method,  it 
must  be  able  to  show  that  (1)  the  resulting  decisions  are  different  from  what  they 
would  have  been  otherwise  and  (2)  the  economic  results  of  these  investments  are 
better  than  they  would  have  been.  Yet  most  organizations  with  a  new  decision¬ 
making  method  can’t  show  this  is  the  case.  The  perception  that  a  new  method  is 
better  than  an  old  method  is  often  only  a  placebo  effect  in  that  everyone  feels  better 
about  it  simply  because  they  are  doing  something  about  it.  Unfortunately,  without  a 
proper  risk  analysis,  it  is  unlikely  that  the  IT  decisions  are  improved  by  very  much. 

In  short,  Hygeia  has  found  a  good  solution  to  the  organizational  issues  behind 
generating  estimates,  but  I  bet  one  of  its  own  actuaries  could  teach  the  company 
something  about  what  to  do  with  those  estimates. 


Douglas  Hubbard  is 
president  of  Hubbard 
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Glen  Ellyn,  III.,  and 
inventor  of  the  applied 
information  economics 
method  for  valuing  IT 
projects.  He  can  be 
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building  a  fully  automated  application  that 
could  handle  the  claims  would  cost 
$266,000  (about  104  weeks’  worth  of  an 
application  developer’s  time,  at  $1,600  a 
week,  plus  contingencies  for  consultants  and 
two  full-time  data  managers). 

In  this  case,  the  assessment  teams  felt 
the  costs  did  not  outweigh  the  benefits. 
However,  the  project  depended  on  two 
applications:  the  automated  processing  and 
the  online  claims  entry.  Each  one  would 
have  to  be  built,  then  the  two  would  have 
to  be  integrated.  So,  when  the  two  teams 
returned  to  the  table,  they  reached  a  com¬ 
promise:  To  speed  development  and  limit 
the  cost,  the  applications  would  be  built  but 
not  integrated. 

Collecting  the  data  online  but  processing  it 
after  the  data  had  been  checked  by  the  data 
managers  was  a  substantial  improvement 
over  the  current  system  and  still  allowed 
Hygeia  to  guarantee  processing  within  24 
hours.  It’s  not  real-time,  but  it’s  still  fast.  And 
Hygeia  could  have  the  system  in  place  sooner. 

After  the  Green  Light 

Once  a  project  has  been  approved,  it  gets 
added  to  one  of  two  lists,  depending  on  its 
size.  Typically,  the  line  dividing  large  and 
small  ones  is  a  cost  of  $100,000.  Hygeia 
generally  pursues  three  large  projects  at  a 
time,  says  Hamilton,  provided  that  the  pri¬ 
mary  workload  falls  in  different  business 
areas.  Small  projects  are  spread  out  in  simi¬ 
lar  fashion,  although,  says  Hamilton,  “usu¬ 
ally  eight  out  of  every  10  are  IT  projects.” 

Hygeia  weighs  two  factors  when  deter¬ 
mining  the  order  in  which  to  undertake  the 
projects.  The  first  is  the  bottom  line:  How 
much  money  will  a  project  return?  In  this 
case  Hygeia  relies  on  the  committee’s  esti¬ 
mates  and  proceeds  based  on  which  prom¬ 
ised  the  largest  financial  return.  For  many 
of  the  smaller  projects,  such  as  redesigning 
the  company  website,  the  dollar  benefit  is 
hard  to  calculate.  In  these  cases,  the  com¬ 
mittee  looks  at  the  benefit  to  customers,  the 
unquantified  product  of  the  benefit  team 
deliberations.  Hamilton  acknowledges  that 
this  is  less  objective  than  the  financial  esti¬ 


mates  used  to  evaluate  large  projects.  But 
since  these  are  small  projects,  they  tend  to 
take  less  time  and  Hygeia  can  pursue  a  num¬ 
ber  of  them  at  once. 

Of  the  27  projects  that  have  gone  through 
the  process  so  far,  14  have  been  approved.  “I 
have  a  high  degree  of  faith  [in  the  process],” 


Bretz  says.  “I  am  betting  the  future  of  the 
company  on  it.”  HH 


Have  a  value  methodology  you'd  like  to  share  and 
have  analyzed?  Contact  us  at  casefiles@cio.com. 
Staff  Writer  Ben  Worthen  can  be  reached  at 
bworthen@cio.com. 
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Iceland’s  Dilemma: 


startup 

access 


records.  Can  it  make 
medical  history  without 
violating  patient  privacy ? 


BY  STEPHANIE  OVERBY 


. 


Decode  Genetics  scientists 


study  DNA  samples  from 
Icelanders  to  locate  genetic 
variations  that  may  cause  dis¬ 
ease.  They  use  sophisticated 
software  tools  to  compile  and 
analyze  such  genotypic  infor¬ 
mation  on  computer  databases 
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he  first  thing  you  see  on  the  Icelandair  video  screen 

r  takeoff  on  the  flight  from  the  United  States  to  Keflavik  International  Airport  isn’t  a  sweep- 
g  tour  of  Iceland’s  famous  glaciers,  geysers,  healing  hot  springs  or  vast  lava  fields.  It  isn’t 
even  an  introduction  to  the  country’s  lucrative  fishing  industry  or  its  legendary  Norse  sagas. 
It’s  a  three-minute  presentation  on  Iceland’s  newest  national  treasure,  DeCode  Genetics. 
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It’s  not  your  average  airplane  fare,  but 
DeCode  is  not  your  average  company. 
Since  its  founding  in  1996,  the  U.S. 
genomics  company  headquartered  in 
Reykjavik  has  become  as  much  a  part  of 
the  landscape  there  as  Iceland’s  natural 
wonders,  history  and  culture.  DeCode 
gained  celebrity  status  last  year  when  the 
Icelandic  government  granted  it  an  exclu¬ 
sive  12-year  license  to  create  and  manage 
an  electronic  database  of  the  country’s 
medical  records,  previously  scattered  in 


clinics  around  the  island.  More  impor¬ 
tant,  the  license  also  permits  DeCode  to 
cross-reference  that  data  with  genetic  and 
genealogical  information  it  is  collecting 
on  individual  Icelanders.  As  a  result,  a  pri¬ 
vate  company  now  has  unprecedented 
access  to  almost  every  Icelander’s  most 
intimate  personal  information. 

The  embarrassment  of  data  riches  puts 
DeCode  at  an  advantage  over  any  other 
company  doing  similar  genetic  popula¬ 
tion  studies.  And  DeCode  has  capitalized 


Reader  ROI 

►  Learn  about  a  company  that  is  ahead 
of  the  pack  in  mining  personal  data 
for  genetic  gold 

►  Read  about  the  powerful  software 
tools  DeCode  Genetics  has 
developed  to  sift  through  genetic 
databases  for  medical  knowledge 

►  Discover  the  looming  political  and 
ethical  issues  the  company  is  facing 
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DeCode  CEO  Kari  Stefansson  (left)  says  the  majority  of  Icelanders  support  his  company’s  work. 
But  psychiatrist  Petur  Hauksson  (right),  who  founded  a  grassroots  privacy  organization,  says  his 
countrymen  haven’t  been  exploited  to  this  degree  since  they  broke  free  of  Danish  rule. 


by  developing  sophisticated  software  tools  to 
locate  genetic  variations  that  may  be  found 
in  a  number  of  diseases.  The  company’s  goal 
is  to  discover  then  market  new  drugs  and 
diagnostic  tests  for  those  ailments. 

Last  October,  for  example,  the  company 
announced  the  discovery  of  a  gene  it  believes 
is  linked  to  schizophrenia.  DeCode  scien¬ 
tists  studied  DNA  samples  from  400 
Icelandic  schizophrenia  patients  and  their 
unaffected  family  members  to  locate  genetic 
variations  believed  to  be  involved  in  the 
disorder.  DeCode  made  that  discovery 
while  working  with  the  Swiss  drug  giant 
F.  Hoffman-La  Roche  in  what  observers  say 
is  the  largest  deal  ever  between  a  pharma¬ 
ceutical  company  and  a  genomics  company. 

Still,  DeCode’s  success  is  far  from  certain. 
Indeed,  the  fact  that  the  company  has  been 
granted  state-sanctioned  access  to  personal 
information  has  sparked  an  intense  contro¬ 
versy  at  home  and  abroad.  Mannvernd,  an 
Icelandic  grassroots  organization,  plans  to 
take  the  company  to  court  for  violating 
Icelanders’  right  to  privacy.  One-third  of  the 


doctors  belonging  to  the  Icelandic  Medical 
Association  are  refusing  to  hand  over  med¬ 
ical  records  to  the  database  without  first 
obtaining  their  patients’  written  consent.  So 
while  DeCode  is  forging  ahead  in  true 
Viking  fashion,  its  path  is  strewn  with  road¬ 
blocks  as  large  as  the  boulders  that  pock¬ 
mark  this  remote  island.  Companies  world¬ 
wide  are  watching  closely.  After  all,  if 
DeCode  can  overcome  the  political  and  eth¬ 
ical  barriers  to  using  sensitive  medical  data, 
its  success  will  provide  priceless  lessons  to 
every  organization  seeking  to  mine  personal 
data  for  profit. 

The  Perfect  Population  Base 

Dr.  Kari  Stefansson  strides  into  the 
conference  room,  portable  phone 
in  hand.  The  51 -year-old  CEO  of 
DeCode  fits  the  stereotype  of  an 
Icelander — tall  and  lean  with  a  shock  of 
spiky  white  hair  and  beard.  He  sounds  like 
Sean  Connery,  but  without  the  charm.  He 
answers  his  high-tech  phone  in  the  middle 
of  our  interview  and  hangs  up  on  the  caller 


without  a  word  as  soon  as  he  deems  him 
insufficiently  important. 

A  native  Icelander,  Stefansson  left  a  cushy 
academic  environment  to  develop  plans  for 
DeCode  in  1996.  As  chief  of  neuropathol¬ 
ogy  at  Boston’s  Beth  Israel  Deaconess 
Hospital,  Stefansson  had  grown  frustrated 
with  the  pace  of  academic  research.  At  the 
time,  he  was  studying  multiple  sclerosis  and 
had  become  convinced  there  were  inherited 
factors  involved.  And  he  was  beginning  to 
see  the  disease  and  its  genetic  roots  as  an 
information  technology  issue.  “The  fact  of 
the  matter  is  that  the  fundamental  unit  of  life 
is  a  bit  of  information,”  Stefansson  says.  He 
felt  strongly  that  the  most  efficient  way  to 
study  those  bits  of  information  would  be  in 
the  private  sector.  And  he  knew  the  perfect 
place  to  locate  his  startup. 

Iceland,  an  island  the  size  of  Kentucky 
just  below  the  Arctic  Circle,  has  seen  little 
immigration  in  the  last  1,100  years.  The 
population  of  280,000,  kept  small  through¬ 
out  the  centuries  by  plague  and  natural  dis¬ 
aster,  is  almost  entirely  descended  from  a 
small  group  of  ninth  century  Norse  and 
Celtic  settlers.  Thanks  to  a  national  obses¬ 
sion  with  ancestry,  there  are  records  tracing 
those  family  ties  to  75  percent  of  all  the 
Icelanders  who  have  ever  lived.  And,  owing 
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to  a  nationalized  public  health-care  system, 
some  medical  records  date  back  to  1915. 
Well-documented  medical  and  genealogical 
records  on  this  relatively  homogeneous 
group  of  people  mean  that  genetic  mutations 
should  be  as  conspicuous  as  geysers  in  the 
middle  of  the  Icelandic  countryside. 

Even  before  DeCode  was  given  the  go- 
ahead  to  create  the  national  medical  records 
database,  it  had  begun  to  work  on  the  genet¬ 
ics  of  specific  diseases,  using  the  enormous 
amount  of  data  available  on  the  local  pop¬ 
ulation  along  with  blood  samples  from  will¬ 
ing  participants.  Now  that  it  can  plumb  Ice¬ 
landers’  medical  records  and  match  that 
information  with  genetic  data  culled  from 
volunteer  blood  samples,  DeCode  hopes  to 
identify  and  describe  the  function  of  genes  or 
genetic  variations  that  contribute  to  the 
onset  of  35  common  illnesses,  including 
Alzheimer’s,  lung  and  prostate  cancers, 
Parkinson’s  and  osteoporosis. 

One  disease  DeCode  has  focused  on  is 
asthma.  Asthma  patients  and  their  relatives 
give  blood  to  DeCode  through  a  network 
of  collaborating  physicians.  DeCode  then 
processes  the  DNA  in  its  laboratories, 
obtaining  genotypes  (variations  in  the 
genome)  for  each  asthma  sufferer.  Those  are 
then  matched  with  the  patient’s  medical 
records,  linking  genotype  to  phenotype 
data — physical  details,  including  the  person’s 
age  and  weight.  DeCode  fits  each  genotype 


into  a  web  of  family  inheritance  patterns  to 
study  the  genetic  differences  between 
affected  and  unaffected  relatives.  The  com¬ 
pany  then  uses  a  suite  of  statistical  analysis 
tools  and  sequencing  equipment  to  locate 
common  genes  that  may  be  involved  in  the 
development  of  asthma.  Once  those  genes 
and  the  proteins  they  code  for  are  revealed, 
DeCode  and  other  companies  can  experi¬ 
ment  with  drugs  that  can  directly  target  key 
proteins  and  thereby  halt  the  disease  process. 

Thus  far,  DeCode  has  announced  the  dis¬ 
covery  of  about  24  genes  it  believes  are 


Decoding  DeCode 


Company  DeCode  Genetics,  a  U.S. 
genomics  company  based  in  Reykjavik, 
Iceland 
Founded  1996 

Mission  To  create  an  electronic  database 
of  Iceland’s  medical  records  and  cross- 
reference  it  with  genealogical  and  genetic 
information  to  uncover  genes  involved  in 
the  onset  of  common  diseases. 
Employees  500 

Databases  Medical  records  database  for 
Iceland’s  entire  population  of  280,000. 


A  genealogical  database  of  700,000 
Icelanders,  living  and  dead. 

Genotypic  data  on  approximately 
50,000  Icelanders  participating  in 
research  on  specific  diseases. 

Discoveries  Identified  24  genes  that  may 
be  involved  in  15  diseases. 

Partnerships  $200  million  deal  with  Swiss 
drug  giant  F.  Hoffman-La  Roche. 

Drug  discovery  deals  with  AstraZeneca, 
Biogen,  Merck,  Novartis  and  Schering- 
Plough  for  undisclosed  amounts. 


Vice  President  of 
lnfomatics  Hakon 
Gudbjartsson  has 

worked  closely  with 
DeCode's  employees  to 
develop  software  that 
can  determine  the 
unique  genetic  traits 
people  with  a  certain 
disease  share. 


related  to  more  than  15  diseases.  And  Roche 
has  begun  programs  to  develop  new  drugs 
for  three  diseases:  schizophrenia,  stroke  and 
peripheral  arterial  occlusive  disease,  a  nar¬ 
rowing  of  the  arteries  in  the  arms  and  legs. 


The  Science  Begins 
with  Software 


When  DeCode  first  began  the 
process  of  creating  and  min¬ 
ing  its  enormous  genealog¬ 
ical  and  clinical  databases, 
Stefansson  quickly  realized  his  company 
would  have  to  become  a  software  develop¬ 
ment  business  as  well.  There  simply  wasn’t 
a  lot  of  existing  software  that  could  handle 
the  mammoth  databases  that  DeCode  was 
exploring.  So  DeCode  began  creating  a  suite 
of  tools,  ranging  from  statistical  analysis 
programs  to  security  software,  to  aid  its 
disease-gene  discovery  process,  protect  its 
data  and  provide  a  potential  stream  of  rev¬ 
enue  for  the  fledgling  company.  In  fact, 
when  you  enter  DeCode’s  headquarters  on 
the  outskirts  of  Reykjavik,  you  won’t  see 
scientists  in  lab  coats  or  any  of  the  50  ABI 
Prism  3700  DNA  analyzers  the  company 
recently  bought.  Instead,  the  nondescript 
office  building,  which  looks  like  an  insur¬ 
ance  company  inside  and  out,  is  mostly  pop- 
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ulated  with  employees  at  workstations. 
There  is  not  a  test  tube  in  sight. 

Hakon  Gudbjartsson,  who  is  in  charge 
of  DeCode’s  software  development  efforts  as 
vice  president  of  infomatics,  is  the  soft-spo¬ 
ken,  even-tempered  converse  of  Stefansson. 
Gudbjartsson  returned  to  Reykjavik  from 
postdoctorate  work  at  Boston’s  Brigham 
and  Women’s  Hospital  to  join  the  company 
in  1996.  To  create  effective  software  for  this 
emerging  field,  he  works  hand  in  hand  with 


many  of  the  500  DeCode  employees  who 
use  IT — from  statisticians  and  disease  proj¬ 
ect  managers  to  anthropologists  and  gene¬ 
alogical  historians. 

The  first  piece  of  software  DeCode  devel¬ 
oped  was  Project  Manager,  so  named 
because  it  tracks  and  remembers  all  the 
blood  samples  and  medical  and  genealogi¬ 
cal  data  for  each  disease  project.  Project 
Manager  also  allows  DeCode  to  analyze  the 
data  using  statistical  algorithms  created  in- 
house  and  elsewhere.  Among  the  unique 
tools  wrapped  into  the  Project  Manager  is 
DeCode’s  HaploTool,  a  statistical  analysis 
program  used  to  determine  what  versions 
of  a  gene  are  shared  among  families  being 
studied  for  particular  diseases.  HaploTool 
builds  on  Allegro,  a  multipoint  linkage  anal¬ 
ysis  tool  developed  by  DeCode  that  is  used 


to  examine  the  genotypes  of  families  by  plac¬ 
ing  genes  or  genetic  markers  on  chromo¬ 
somes  and  determining  their  proximity  to 
each  other.  The  closer  the  markers  are,  the 
more  likely  they’ll  be  inherited  together — 
important  information  because  many  dis¬ 
eases,  such  as  Alzheimer’s  and  MS,  are  the 
result  of  many  genes  working  together. 

DeCode  uses  these  IT  tools  to  determine 
what  unique  genetic  traits  or  sequences  peo¬ 
ple  with  a  certain  disease  share.  Its  scien¬ 
tists  use  Project  Mana¬ 
ger,  HaploTool  and 
Allegro  to  find  a  loca¬ 
tion  or  tiny  piece  of  the 
chromosome  that  is 
shared  by  disease  suffer¬ 
ers  but  not  by  unaf¬ 
fected  participants. 

“You’re  just  narrow¬ 
ing,  narrowing,  narrow¬ 
ing,  narrowing  the  chro¬ 
mosome  down  to  a  very 
small  region  so  you  can 
work  with  it,”  explains 
Dr.  Hakun  Hakonar- 
son,  DeCode’s  director 
of  pharmacogenetics. 

The  researchers  then 
use  GeneMiner,  a  soft¬ 
ware  package  created 
by  DeCode,  to  sequence  the  targeted  region 
on  the  chromosome  to  determine  if  there  in 
fact  is  a  candidate  gene  there  and  if  so,  what 
it  does.  For  example,  when  studying  schizo¬ 
phrenia,  researchers  found  more  than  one 
candidate  gene  in  the  same  location,  but  they 
determined  that  only  one  of  the  genes  codes 
for  a  protein  is  involved  in  regulating  the 
central  nervous  system  and  thus  is  more 
likely  to  be  involved  in  schizophrenia. 

DeCode’s  IT  employees  have  developed 
a  tool  for  cross-referencing  the  three  data 
sets  the  company  works  with — the  medical 
records  database,  the  genealogical  database 
and  the  genotypic  data  from  its  disease  proj¬ 
ects.  An  analytical  tool  called  the  DeCode 
Clinical  Genome  Mineris  will  link  the  three. 
The  company  hopes  to  make  money  by  sell¬ 
ing  subscriptions  to  the  Clinical  Genome 


Miner  and  licensing  its  software  tools, 
including  its  system  for  encrypting  medical 
identifiers.  And  some  analysts  think  that  is 
a  viable  strategy  for  the  young  company.  Ian 
Smith,  a  London-based  biotechnology  ana¬ 
lyst  for  Lehman  Brothers,  says  the  com¬ 
pany’s  early  accomplishments  illustrate  the 
strength  of  DeCode’s  software.  “Some  of  the 
announcements  they’ve  made  recently  and 
the  milestone  payments  they’ve  received  for 
drug  targets  that  Roche  is  now  working  on 
offer  proof  that  they  can  do  what  they  set 
out  to  do,”  Smith  says. 

Besides  its  high-profile  partnership  with 
Hoffman-La  Roche,  which  could  be  worth 
more  than  $200  million,  the  startup  is  col¬ 
laborating  with  Partners  HealthCare  of 
Boston  to  compare  the  results  of  popula¬ 
tion  genomics  in  a  relatively  homogenous 
population  (Iceland)  with  the  results  in  a 
more  heterogeneous  one  (Boston).  Partners 
is  conducting  its  own  genomics  studies  on 
osteoarthritis,  schizophrenia,  asthma  and 
narrowing  of  the  arteries. 

The  Price  of  Privacy 

Not  everyone  is  thrilled  about 
DeCode’s  work,  however.  Oppo¬ 
sition  has  been  growing  ever 
since  the  Icelandic  Parliament, 
the  oldest  functioning  parliament  in  the 
world,  passed  the  Health  Sector  Database 
Act  in  1998.  The  Act  enabled  the  Ministry 
of  Health  to  grant  a  license  to  create  and 
operate  a  national  database  of  medical 
records,  and  in  January  2000  it  awarded 
that  license  to  DeCode. 

Petur  Hauksson  is  the  psychiatrist  who 
founded  Mannvernd  (an  Icelandic  word  that 
means  human  protection),  an  organization 
formed  to  overturn  the  Health  Sector  Data¬ 
base  Act.  Hauksson  says  his  countrymen 
haven’t  been  exploited  to  this  degree  since 
they  broke  free  from  Danish  rule  in  1944. 
To  show  one  example,  he  points  to  what  he 
sees  as  an  unusual  degree  of  collusion 
between  DeCode  and  the  Icelandic  govern¬ 
ment.  After  all,  it  was  Stefansson,  DeCode’s 
CEO,  who  originally  came  up  with  the  idea 
for  the  centralized  database  and  supported 


legislation  that  established  the  database 
license. 

“Many  of  my  psychiatric  patients  and 
their  relatives  were  very  concerned  about 
this  from  the  beginning.  They’re  used  to  dis¬ 
crimination,  and  their  health  information  is 
very  sensitive,”  Hauksson  says.  “But  I  think 


all  medical  information  is  sensitive.” 
Hauksson  says  people  who  become  seri¬ 
ously  ill  or  whose  DNA  may  predict  the  like¬ 
lihood  of  contracting  some  condition  might 
also  be  discriminated  against. 

One  of  Mannvernd’s  main  complaints  is 
that  the  Health  Sector  Database  Act  is  based 
on  the  presumed  consent  of  Icelandic  citizens. 
Furthermore,  Icelanders  who  consent  to  give 
blood  for  one  of  DeCode’s  disease  studies 
must  agree  to  have  their  DNA  used  for  other 
studies  without  knowing  what  those  might 
be.  Thanks  to  Mannvernd’s  complaints, 
Icelanders  can  now  opt  out  of  having  infor¬ 
mation  entered  into  the  database  by  filling 
out  a  form,  and  so  far  20,000  of  Iceland’s 
population  of  280,000  have.  Of  course,  if 
their  information  is  already  in  the  database, 
they  don’t  have  the  right  to  opt  out. 

But  now  Mannvernd  has  a  new  dragon 
to  slay.  Until  March  2001,  the  medical  data, 
blood  samples  and  genealogical  information 
DeCode  has  access  to  was  sent  first  to  the 
Icelandic  government’s  Data  Protection 
Commission,  where  the  personal  identifica¬ 
tion  numbers  on  them  were  encrypted  and 
then  sent  on  to  DeCode.  One  or  two  gov¬ 
ernment  workers  did  the  encryption,  an  iffy 
system  that  created  some  lag  time.  “It’s  a  def¬ 
inite  security  risk  if  a  government  worker 
has  an  encryption  key  in  his  wallet  that  he 
might  lose,”  Gudbjartsson  says. 

To  address  such  risks,  DeCode  developed 


an  encryption  tool  known  as  the  Identity 
Protection  System.  After  months  of  testing 
the  system,  the  government  replaced  those 
individuals  carrying  encryption  keys  in  their 
pockets  with  the  automated  encryption  soft¬ 
ware.  The  encryption  takes  place  at  the 
Noatun  Research  Services  Center,  a  blood 


collection  facility  financed  by  DeCode, 
where  doctors  send  those  patients  who  agree 
to  participate  in  DeCode  studies.  The  Data 
Protection  Commission  of  Iceland  members 
can  log  in  remotely  and  find  out  what  data 
has  been  sent  back  and  forth  and  halt  the 
process  if  they  so  choose. 

But  Hauksson  and  others  say  that  doesn’t 
go  far  enough.  In  a  small  country  like 
Iceland,  they  argue,  it’s  easy  to  figure  out 
individual  identities  based  on  clinical  data, 
even  if  personal  identification  numbers  are 
encrypted.  Mannvernd  has  filed  a  case  in 
court,  suing  the  government  and  DeCode 
for  violating  Icelanders’  right  to  privacy. 

DeCode  says  a  majority  of  Icelanders  sup¬ 
port  its  work,  at  least  according  to  a  recent 
Gallup  Poll  it  commissioned.  But  Hauksson 
attributes  that  result  to  a  DeCode  marketing 
campaign  that  appealed  to  Icelanders  to  con¬ 
tribute  to  the  global  fight  against  diseases. 
Though  Hauksson  thinks  the  Icelandic  pop¬ 
ulation  does  offer  a  wealth  of  data  for  genetic 
disease  research,  he  would  prefer  that  public 
institutions  use  the  data  in  the  interest  of 
medical  progress  rather  than  profit.  Neither 
DeCode  nor  its  partners,  Hauksson  points 
out,  have  revealed  any  data  on  their  disease- 
gene  discoveries  for  others  in  the  genomics 
community  to  verify  or  build  on. 

Opposition  to  DeCode’s  information 
monopoly  isn’t  limited  to  Icelandic  naysay¬ 
ers.  Dr.  George  Annas,  a  medical  ethicist  and 


professor  at  Boston  University’s  Schools  of 
Law,  Medicine  and  Public  Health,  says 
DeCode  should  obtain  informed  consent 
from  individual  Icelanders  before  including 
their  medical  records  in  the  database  and 
should  allow  them  to  withdraw  from  studies 
they  don’t  approve  of.  The  Data  Protection 
Commissioner  of  the  European  Union  and 
the  World  Medical  Association  has  echoed 
those  beliefs. 

DeCode’s  Stefansson  shrugs  off  the  criti¬ 
cism.  “The  opposition  isn’t  large;  it’s  just 
been  somewhat  noisy,”  Stefansson  insists. 
Pointing  to  DeCode’s  third-party  encryption 
technology,  he  says  it  would  be  a  lot  easier  to 
get  information  on  Icelanders  by  simply 
walking  into  a  doctor’s  office  and  grabbing 
their  records. 

Annas  says  that  the  controversy  over 
DeCode  is  mild  compared  with  what  would 
erupt  if  other  companies  and  national  gov¬ 
ernments  attempted  similar  collaborations. 

And  while  no  one  expects  a  U.S.  company  to 
gain  the  kind  of  monopolistic  access  to 

cio.com _ 

For  more  information  on  SECURITY  AND 
PRIVACY  and  DATA  WAREHOUSING,  visit  our 
research  centers  on  these  topics  at 
www.cio.com/security  and  www.cio.com/data. 


national  medical,  genealogical  and  genetic 
information  that  DeCode  has,  similar  data¬ 
bases  are  expected  to  proliferate  on  a  smaller 
scale,  generating  the  same  ethical  concerns. 

“  [DeCode]  took  advantage  of  a  very  dif¬ 
ferent  climate  in  Iceland  about  these  issues,” 
says  Dr.  Russ  B.  Altman,  president  of  the 
International  Society  of  Computational  Biol¬ 
ogy.  “I  don’t  think  a  U.S.  company  could 
do  the  same  thing,  but  many  companies  may 
form  alliances  with  smaller  medical  entities, 
like  Kaiser  Permanente  or  another  large 
health-care  organization,  to  assimilate  some 
of  this  data. 

“Ethical  issues,”  Altman  concludes,  “are 
paramount  in  this  kind  of  research.”  BEI 


How  are  you  protecting  sensitive  data?  Let  Senior 
Writer  Stephanie  Overby  know  at  soverby@cio.com. 


The  controversy  over  DeCode  is  mild  in 
comparison  to  what  would  erupt  if 
U.S.  companies  gained  the  kind  of  monopolistic 
access  to  medical  and  genetic  information 

that  DeCode  has. 
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UNTIL  LATE  1999,  a  Colorado-based  Air  Force 
software  testing  center  had  to  shut  down  every 
time  a  lightning  storm  came  within  10  miles  of 
the  facility.  If  a  storm  had  ever  caused  a  power 
outage,  the  old  backup  power  system  couldn’t 
have  provided  electricity  fast  enough  to  keep 


systems  operational.  But  the  installation  of  two 
innovative  CleanSource  DC  units — from  Austin, 
Texas-based  Active  Power,  a  manufacturer  of 
alternative  backup  power  products — now  lets 
the  facility  remain  open  during  the  storms  that 
frequent  the  area. 
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INDUSTRY  POSEURS  EXPOSED. 

CODERNAUTS  DISCOVER 

WEB  SERVICES  THAT  ACTUALLY  WORK. 

*  IBM  SOFTWARE  WITNESSED  ENABLING  WEB  SERVICES.  * 


SILICON  VALLEY,  CA- 

A  landmark  discovery  was 
announced  that  may  well 
change  the  course  of  business. 
Web  services,  as  enabled  by 
IBM  software  and  seen  in 
action,  provide  companies  with 
new  ways  to  make  money  with¬ 
out  spending  it. 

A  lot  of  hype  surrounds 
Web  services,  which  contain 
incredible  promise.  Yet,  of  all 
the  people  talking  about  Web 
services,  IBM  has  the  software 
and  experience  to  deliver  on 
that  promise  today. 


IBM  SOFTWARE  SUPPORTS  OPEN  WEB  SERVICE 
STANDARDS:  UDDI,  SOAP,  WSDL,  XML. 


Web  services  utilize  industry  stan¬ 
dards  to  deploy  and  integrate  applications 
across  the  Internet,  intranets  and  extranets. 

ITS  A  DIFFERENT  KIND 
OF  WORLD.  YOU  NEED  A 
DIFFERENT  KIND  OF  SOFTWARE. 

Web  services  make  it  easy  to  adapt 
systems  to  changing  business  needs.  Flexible 
applications  using  Web  services  can  now  be 
implemented  by  the  IBM  software  portfolio: 
WebSphere?  Lotus!  DB2  and  Tivoli? 


TWO  PROGRAMMERS  FROM  A  PARALLEL  UNIVERSE  FOUND  THAT  IBM  SOFTWARE  CAN 
HELP  COMPANIES  UTILIZE  WEB  SERVICES  TODAY,  TO  INCREASE  THEIR  REVENUES. 


With  their  operations  enabled  by  Web 
services,  IT  managers  can  now  let  others 
access  and  use  their  company’s 
business  processes  as  easily  as 
people  download  Web  pages. 

The  benefits:  low  cost  of  devel¬ 
opment  and  wider  deployment 
of  applications,  increasing 
competitive  advantage. 

For  instance,  a  moving 
company  facing  the  problem  of  keeping 
its  trucks  full  during  the  entire  cycle 
of  the  transport,  as  in  return  trips  during 
cross-country  moves,  can  now  utilize 
Web  services  enabled  by  IBM  software 
to  seamlessly  locate,  book  and  manage 
new  customers. 


CODERNAUTS  LEARNED  MORE  ONLINE. 


Another  case  is  a  travel,  leisure 
and  entertainment  company.  The 
challenge?  Link  hundreds  of  applica¬ 
tions  together  to  form  a  one-stop 
Web  portal  that  provides  relevant 
information  and  offerings  to  cus¬ 
tomers.  The  result?  Expanded 
services  at  dramatically  reduced 
costs. 

Presently,  there  are  a  number 
of  software 
vendors  trying 
to  sell  their 
proprietary 
technologies 
as  ways  to 
enable  Web 
services. 

Yet  IBM 

is  a  proven  provider  who  is  delivering 
a  truly  open  e-business  software 
environment  to  exploit  your  existing 
applications.  Today. 

Software  that  enables  Web 
services,  known  as  IBM  soft¬ 
ware,  was  discovered  by  two 
programmers  from  a  parallel 
universe.  “We  came  looking  for 
better  software,”  said  one.  “And 
this  is  definitely  it"  For  case 
studies,  white  papers  and  an 
announcement  highlights  video,  visit  us  at 
ibm.com/webservices/today 


WEB  SERVICES  HELP 
APPLICATIONS  COMMUNICATE 
MORE  EFFECTIVELY. 


business  software 


The  systems,  chosen  because  of  their 
low  price  and  refrigerator-size  footprint, 
work  parallel  with  more  expensive,  larger 
battery  installations  that  are  double  in  size. 
The  units  combine  uninterruptible  power 
supply  (UPS)  electronics  with  a  flywheel 


energy  storage  system  to  replace  tradi¬ 
tional  backup  batteries.  The  flywheel, 
which  resembles  an  11 -inch  high,  30-inch 
diameter  hockey  puck,  spins  at  7,200  rpm 
using  just  a  small  amount  of  current  from 
the  power  grid.  When  the  grid  supply  sags 
or  shuts  off,  the  system  instantly  converts 
the  wheel’s  kinetic  energy  into  electricity 
through  a  generator.  That  lets  the  facility 
ride  through  the  15  to  30  seconds  it  takes 
for  backup  generators  to  take  over. 

In  the  Air  Force’s  case,  the  two  systems 
have  already  ridden  through  numerous  sags 
and  outages.  “There’s  no  way  to  relate  it  to 
money,  because  it’s  a  military  mission,  but 
in  terms  of  man-hours... it’ll  save  us  about 
$6  million  [in  lost  productivity]  over  three 
years,”  says  a  senior  source  at  the  center. 

Flywheels  overcome  the  limits  of  batter¬ 
ies  traditionally  used  for  bridging  outages.  A 
flywheel  can  provide  ride-through  power — 
small  bursts  ranging  from  less  than  a  second 
to  several  seconds — several  million  times 
during  its  20-year  lifetime;  a  bank  of  bat¬ 
teries  provides  a  much  more  limited  number 
of  discharges  throughout  a  life  expectancy 
that  rarely  exceeds  four  years. 

It  is  also  simple  to  maintain  one  of 
Active  Power’s  systems:  Replace  the  air  fil¬ 
ter  annually  and  the  ball-bearing  cartridge 
once  every  three  years.  Battery-based  UPS 
maintenance  requires  cleaning  hundreds  of 
terminals  every  three  to  six  months  and 
frequently  monitoring  fluid  levels.  The  fly¬ 
wheel  can  also  operate  in  temperatures 
(-4  F  to  104  F)  that  degrade  the  capacity 
and  life  of  batteries,  and  it  lets  employees 


- 1  Emerging 

escape  the  hazards  of  dealing  with  the 
toxic  chemicals  found  in  batteries. 

Spurred  on  by  the  current  system’s  suc¬ 
cess,  the  Air  Force  is  considering  adding 
newer  Cat  UPS  units,  manufactured  by 
Active  Power  for  Peoria,  Ill. -based  Cater¬ 


pillar,  which  integrate  a  flywheel  directly 
with  a  generator.  “We’re  looking  down  the 
road,  hoping  that  the  military  will  eventu¬ 
ally  say,  ‘OK,  we  don’t  need  to  use  batter¬ 
ies,”’  says  our  source.  “The  batteries  have 
always  been  the  weakest  link  in  a  UPS  sys¬ 
tem.  Recurring  costs  of  maintenance  and 
replacement  of  battery  cells  is  what  you’ll 
spend  most  of  your  money  on.” 

Basking  in  the 
Green  Glow 

Another  way  to  sidestep  batteries  is  to 
install  a  distributed  generation  system,  such 
as  a  photovoltaic  (PV)  system  tied  into  the 
power  grid.  “The  power  grid  essentially 
acts  as  a  battery,”  says  Janice  Lin,  director 
of  business  development  at  PowerLight. 
Net  metering  programs  allow  private 
power  generators — companies  and  even 
households — to  sell  the  excess  power  they 
generate  back  to  the  power  companies. 
(The  specifics  of  such  programs  vary  by 
state,  but  PowerLight  says  it  can  help  com¬ 
panies  work  through  the  details.) 

PowerLight’s  PowerGuard  rooftop  sys¬ 
tem  combines  photovoltaics  with  roofing 
materials.  The  panels  fit  together  like 
pieces  in  a  giant  jigsaw  puzzle,  and  the 
company  can  quickly  install  the  modules 
on  a  flat  rooftop.  For  example,  Power- 
Light  claims  to  have  completed  installation 
of  a  125kWh  system  on  its  own  Berkeley, 
Calif.,  factory  in  approximately  six  hours. 

Even  electricians  are  getting  in  on  the  PV 
act.  In  April,  PowerLight  put  a  system  on 
the  roof  of  the  International  Brotherhood 
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Security  Adviser 

Security  hardware  maker 
NetScreen  Technologies  has 

announced  the  availability  of  its 
latest  network  protection  tool,  the 
NetScreen-500.  The  system  is 
designed  to  support  large  opera¬ 
tions  by  providing  up  to  10,000 
site-to-site  or  remote-access  vir¬ 
tual  private  network  (VPN)  tun¬ 
nels.  It  supports  both  250Mbps 
of  VPN  bandwidth  with  700Mbps 
of  firewall  protection  plus  traffic 
management.  It  includes  dual 
hot-swappable  power  supplies. 
Suggested  retail  pricing  begins  at 
$24,995.  For  more  information, 
visit  www.netscreen.com  or  call 
800  638-8296. 

XML  Power  Tool 

Software  vendor  NeoCore  has 
released  version  2.0  of  its  XML 
Information  Management 

System.  The  product  is  intended 
to  allow  for  extremely  high-speed 
XML  transaction  processing.  The 
system  also  can  adapt  on  the 
fly  to  changing  data  within  a 
database,  without  requiring 
custom  coding.  Pricing  begins 
at  $35,000  per  CPU.  For  more 
information,  visit  www.neocore.com 
or  call  719  576-9780. 


Some  companies  got  involved  in 
alternative  energy  long  before  the 
rolling  blackouts. 
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WEBSPHERE  FOR  E-COMMERCE 

HELPED  WHIRLPOOL’S  B2B  AND  B2C  SOLUTIONS  ACHIEVE  100%  ROI  IN  LESS  THAN  9  MONTHS 
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ibm.com/websphere/ecommerce 
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of  Electrical  Workers  Local  332’s  new  San 
Jose,  Calif.,  headquarters.  The  facility, 
which  San  Jose  Mayor  Ron  Gonzales  and 
the  City  Council  have  designated  as  a 
“green  building”  model,  will  be  used  to 
train  union  members  in  PV  installation. 

The  recent  power  problems  in  California 
have  garnered  a  lot  of  attention  for  conser¬ 
vation  issues,  but  some  companies  got 
involved  in  alternative  energy  long  before 
the  rolling  blackouts.  “Our  commitment 
to  installing  a  PV  system  at  Neutrogena 
preceded  the  recent  energy  crisis  in  Cali¬ 
fornia,”  says  Senaka  Nanayakkara,  director 
of  facilities  at  Neutrogena.  Neutrogena  is 
participating  in  the  Los  Angeles  Depart¬ 
ment  of  Water  and  Power  Solar  Buy-Down 
Program,  and  it  is  receiving  kudos  as  a 
model  corporate  citizen  by  becoming 
the  first  large  company  in  the  area  to  go 


solar.  Installing  a  PV  system  at  its  Los 
Angeles  headquarters  will  reduce  power- 
production-related  air  pollution  and  lighten 
the  load  on  the  power  grid. 

PowerLight  designed  the  system,  which 
covers  approximately  24,000  square  feet 
of  roof  area.  When  either  of  the  buildings 
at  headquarters  requires  more  power  than 
its  lOOkWh  PV  system  can  generate,  it 
draws  power  from  the  grid;  any  surplus 
goes  into  the  grid  to  be  used  by  others,  and 
Neutrogena  expects  to  receive  nighttime 
rebates  on  its  power  bill.  (Lor  more  on 
power  alternatives,  see  “Think  Outside  the 
Grid,”  May  1, 2001.) 

PowerLight  claims  that  its  systems  don’t 
benefit  companies  located  only  in  sunny 
California.  The  company  has  also  installed 
systems  in  Canada,  New  York,  Wisconsin 
and  Germany. 

Fueling  the  Future 

PV  cells  require  sunlight,  and  flywheels 


only  hold  the  fort  until  a  noisy,  polluting 
generator  can  kick  in.  But  fuel  cells  may 
ultimately  offer  a  cleaner,  easier  solution. 

Luel  cells  vary  in  type,  but  the  most  com¬ 
mon  produce  electricity  by  breaking  hydro¬ 
gen  molecules  into  protons  and  electrons. 
A  flow  of  oxygen  draws  off  the  hydrogen 
protons  through  a  special  membrane, 
allowing  the  electrons  to  be  harnessed  as 
electrical  current.  The  chemical  components 
then  come  together  to  form  water. 

International  Luel  Cells,  a  South  Wind¬ 
sor,  Conn. -based  company  that  supplies 
fuel  cells  used  in  the  space  shuttle,  produces 
PC25  commercial  systems  that  provide 
200k Wh  each.  Live  such  fuel  cells  went  to 
work  at  the  Anchorage  Mail  Processing 
Center  in  Anchorage,  Alaska,  in  2000 — the 
largest  fuel  cell  installation  to  date.  The 
system  works  parallel  with  the  local  power 


grid,  but  in  the  event  of  a  grid  failure,  the 
fuel  cells  can  continue  to  operate  independ¬ 
ently.  Some  of  the  700,000  BTUs  of  heat 
that  the  fuel  cells  produce  as  a  byproduct 
end  up  warming  the  facility,  further  reduc¬ 
ing  overall  energy  costs.  Since  the  end  prod¬ 
ucts  of  fuel  cells  are  electricity,  heat  and 
water,  this  technology  is  also  considered 
environmentally  friendly — a  plus  in  an 
environmental  hot  spot  like  Alaska. 

Paying  the  Price 

The  biggest  drawback  to  the  Anchorage 
Mail  Processing  Center  fuel  cell  system  may 
be  the  price.  The  l,000kWh  system  cost 
$5.5  million — undoubtedly  more  than 
many  companies  will  pay  if  they  can 
already  get  reliable  power  from  the  local 
utility  and  need  the  standalone  system 
merely  for  backup  (the  post-office  system 
was  partially  funded  by  the  Department  of 
Defense  and  the  Army  Corp.  of  Engineers). 
Luel  cell  vendors  hope  that  the  support  of 


USB  for  All 

Keyspan  has  announced  the 
release  of  its  Keyspan  USB  2.0 

PCI  card,  a  five-port  add-in  card 
that  adds  USB  2.0  ports  to  PCs 
and  Macintosh  computers.  The 
card  is  backward  compatible 
with  all  USB  1.1  devices,  includ¬ 
ing  scanners,  keyboards,  cam¬ 
eras  and  keyboards.  The  product 
lists  for  $59.  For  more  informa¬ 
tion,  visit  www.keyspan.com  or 
call  510  222-0131. 

Nonstop  Windows  2000 

Marathon  Technologies  has 

announced  the  shipment  through 
its  partners  of  its  Assured 
Availability  products  for  Windows 
2000.  Marathon  provides  precon¬ 
figured  systems  based  on  industry- 
standard  technology  intended  for 
high-availability  applications.  The 
company’s  ComputeThru  tech¬ 
nology  is  designed  to  work  contin¬ 
uously  through  component  fail¬ 
ures,  hot  swaps  and  operating 
system  faults.  Pricing  varies  by 
application.  To  find  out  more,  visit 
www.marathontechnologies.com  or 
call  978  266-9999. 


A  Sandia  National  Labs  study 
estimates  that  power  disruptions  cost 
the  United  States  $150  billion  annually. 
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the  military  and  other  government  agen¬ 
cies — as  well  as  wider  commercialization — 
should  help  bring  fuel  cell  costs  down. 

In  the  meantime,  power  problems  will 
continue  to  cost  everyone.  A  Sandia  Na¬ 
tional  Labs  study  estimates  that  power  dis¬ 
ruptions,  from  brief  sags  to  long  outages, 
cost  the  United  States  $150  billion  annu¬ 
ally.  And  while  fuel  cells  may  not  be  cheap, 
the  other  technologies  discussed  in  this  arti¬ 
cle  fare  better  in  the  cost-benefit  analysis. 

Active  Power,  for  instance,  can  install  a 
250kWh  CleanSource  DC  system  for 
$45,000,  about  the  same  as  a  battery  array 
of  similar  capacity;  savings  arise  when  you 
don’t  have  to  replace  the  batteries  a  few 
years  down  the  road.  The  Cat  UPS  has  an 
installed  price  tag  of  $90,000  per  250kwh, 
about  the  same  as  a  battery-based  system. 
The  savings  begin  adding  up  quickly, 
since  Cat  UPS’s  10-year  operating  cost 
of  about  $200,000  compares  favorably 
with  $400,000  for  the  battery  system  of 
equal  power,  according  to  Joe  Pinkerton, 
president  and  CEO  of  Active  Power. 

While  not  yet  as  cost-effective  as  tradi¬ 
tional  technologies,  the  cost  of  PV  systems 
has  dropped  tenfold  throughout  the  past 
25  years,  and  governments  are  also  pro¬ 
viding  valuable  subsidies  for  more  envi¬ 
ronmentally  friendly  technologies,  accord¬ 
ing  to  a  recent  Goldman  Sachs  report.  The 
Los  Angeles  Department  of  Water  and 
Power  Solar  Buy-Down  Program,  for  ex¬ 
ample,  provides  incentives  of  $5  per  kilo¬ 
watt-hour  if  the  system  uses  locally  man¬ 
ufactured  products,  or  $3  per  kilowatt- 
hour  if  the  parts  are  from  elsewhere. 
Neutrogena’s  $1.4  million  system  quali¬ 
fies  for  the  higher  incentive  (up  to  $1  mil¬ 
lion  total)  since  Siemens  Solar,  which  has 
a  local  facility,  provided  the  modules. 

And  for  those  who  were  sitting  in  Sili¬ 
con  Valley  when  the  first  rolling  blackout 
hit  California  in  January,  uninterrupted 
power  is  likely  to  seem  a  bargain  at  almost 
any  price.  ■ 

Jenna  Kinghorn,  a  writer  based  in  Northern  Cali¬ 
fornia,  can  be  reached  at  tydpoolz@home.com. 


PREDICTIONS 
mobile  data 


Wireless  Overkill 


THE  HIGH-BANDWIDTH,  third-generation  wireless  communications  standard,  3G,  is  on  its 
way.  But  at  least  one  analyst  company  thinks  that  the  power  it  provides  isn’t  enough  to 
warrant  the  cost  of  the  upgrade. 

That’s  the  conclusion  of  “3G  in  the  U.S.:  Using  a  Cannon  to  Kill  a  Mouse,"  a  recent 
Forrester  Research  report  that  examines  wireless  operators'  upgrade  strategies  and  dis¬ 
cusses  the  market  potential  and  hurdles  facing  various  technologies. 

The  report  notes  that  customers  should  be  very  interested  in  2.5G  features  (due  to 
arrive  in  certain  areas  as  soon  as  next  year),  such  as  144Kbps  transfer  rates  and 
always-on  connections.  But  it  concludes  that  the  jump  to  2Mbps  3G  rates  (starting  in 
2003)  may  not  prove  as  much  of  a  lure.  The  problem,  according  to  report  coauthor  and 
senior  analyst  Charles  Golvin,  is  a  iack  of  mobile  applications  that  need  the  extra  speed 
(though  he  notes  that  laptops  with  3G  modems  may  take  better  advantage  of  the  new 
data  rates  than  handheld  devices  such  as  phones). 

Service  providers,  however,  feel  the  urge  to  upgrade  their  systems  in  the  hope  that  they 
will  be  able  to  use  new  features  in  the  technology  to  charge  on  a  data-rate  basis— billing 
customers  more  for  certain  types  of  downloaded  information  and  applications.  Though 
Golvin  notes  that  it  remains  to  be  seen  if  consumers  will  go  along  with  such  pricing  models. 

While  we’re  all  waiting  for  the  new  services  to  arrive,  Golvin  recommends  that  compa¬ 
nies  begin  to  solidify  their  wireless  platforms  in  preparation  for  the  coming  opportunities. 

-Christopher  Lindquist 
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Mobility  is  added. 

The  network  goes 


Discover  all  that's  possible  on  the  Internet. 
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VPN/SECURITY 
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CONTENT  NETWORKING 

+ 
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+ 

STORAGE  NETWORKING 
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cisco.com/go/mobility 


The  time  has  come  to  deliver  a  reliable,  hassle-free  extension 
of  your  enterprise  network.  With  Cisco  enterprise  mobile 
solutions,  your  network  will  become  more  flexible,  scalable 
and  productive  —  enabling  users  easy  access  to  critical 
business  applications,  productivity  tools  and  information 
databases  while  on  the  move.  With  Cisco  AVVID  enterprise  architecture,  you  can  do  all  this  without 
any  disruption.  This  standardized  enterprise  architecture  allows  you  to  seamlessly  integrate 


Cisco  Systems 

Empowering  the 
Internet  Generation5' 


wireless,  voice,  video  and  data  applications  on  a  single,  scalable  network.  This  includes  new 
and  existing  technologies  alike.  Whether  you're  building  your  enterprise  network  or  extending  it 


with  Cisco  Powered  Network  services,  take  advantage  of  the  tools  below  to  get  it  done  right. 


dies 


Learn  About  the  Mobile  Enterprise 

Broadband  Networking  White  Paper 

Join  Discussion 

Cisco  Powered  Network 
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RE ViSIT 
encryption 

Keeping  Secrets 

Long  ignored  as  an  important  security  tool,  encryption  is  finally 
getting  its  due  by  fred  hapgood 


IN  THE  EARLY  '90s  the  technical  culture, 
usually  of  one  mind  on  issues  of  impor¬ 
tance  developed  a  crack.  Popular  technical 
culture,  based  in  campuses  and  the  online 
hacker  communities,  fell  head  over  heels 
in  love  with  encryption,  especially  as  em¬ 
bodied  in  the  method  called  public  key. 
This,  they  proclaimed,  was  a  revolution¬ 
ary  technology  that  would  dissolve  the  pri¬ 
vacy,  authentication  and  security  problems 
that  constrained  online  communities,  se¬ 
cure  vital  human  freedoms  like  free  speech 
and  association,  and  even  (some  thought) 
usher  out  central  governments  in  favor  of 
the  libertarian  utopia.  The  talisman  of  this 
movement  was  Phil  Zimmerman’s  pro¬ 
gram  Pretty  Good  Privacy;  its  bible,  Bruce 
Schneier’s  Applied  Cryptography  (Wiley, 
John  &  Sons,  October  1995),  sold  more 
than  100,000  copies  in  two  editions. 

Meantime,  the  corporate  technical  com¬ 
munity  was  relatively  indifferent  to  the 


technology.  To  some  this  seemed  paradox¬ 
ical.  The  risk  the  average  Unix  program¬ 
mer  ran  by  leaving  his  Quake  cheats  unen¬ 
crypted  was  probably  pretty  low.  Com¬ 
panies,  however,  routinely  sent  and  stored 
information  of  real  value  on  their  networks 
and  file  servers. 

The  reason  for  the  difference  was  that 
both  the  corporate  and  popular  communi¬ 
ties  were  focusing  on  the  same  feature  but 
with  different  perspectives:  In  the  early  ’90s 
encryption  was  primarily  an  end-to-end 
technology,  run  by  users  from  the  edge  of 
the  network.  This  appealed  to  the  popular 
community,  since  users  liked  the  idea  of 
being  responsible  for  enforcing  their  rights 
with  their  own  hands.  For  CIOs,  end-to- 
end  was  a  bug,  not  a  feature,  because  such 
services  carry  significant  training  and  in¬ 
stallation  costs.  There  were  other  problems: 
Encryption  made  it  harder  for  network 
diagnostic  tools  to  peer  into  the  traffic  flow. 
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FTP  Partners 

TransSoft  has  released  a  pair  of 
new  file  transfer  protocol  (FTP) 
tools  for  businesses.  Broker  5.7 
($199)  turns  any  Windows  com¬ 
puter  into  a  remotely  configurable 
FTP  server.  The  product  includes 
Windows  NT  service  integration, 
internal  compression/decompres¬ 
sion  utilities,  and  virtual  files  and 
directories.  Performer  3.8  ($129) 
provides  a  software  scripting  lan¬ 
guage  integrated  into  an  FTP  client. 
Using  the  product,  administrators 
can  automate  FTP  and  local  file 
processing.  For  more  information, 
visit  www.transsoft.com. 

See  How  It  JRuns 

Software  maker  Macromedia  has 
announced  the  shipment  of  JRun 
Server  3.1,  the  first  release  of  the 
Java  server  since  Macromedia’s 
acquisition  of  Allaire.  JRun  3.1  is 
intended  as  a  cost-effective  plat¬ 
form  for  Java  2,  Enterprise  Edition 
(J2EE)  software  development.  The 
product  is  now  officially  J2EE 
compatible  and  includes  enhanced 
features,  such  as  allowing  develop¬ 
ers  to  dynamically  deploy  new 
applications  without  restarting  the 
server.  Price  for  the  product  varies 
from  $795  for  the  Professional 
edition  to  $4,995  for  the  Enter¬ 
prise  version.  For  more  informa¬ 
tion,  visit  www.macromedia.com 
or  call  800  457-1774. 
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AbiliTec™  is  CDI. 

AbiliTec 


And  without  CDI  (Customer 
Data  Integration),  you’re  taking 
a  significant  CRM  risk. 

With  AbiliTec,  risk  is  virtually 
eliminated.  In  addition  to 
integrating  customer  data  across 
multiple  touchpoints  to  make 
CRM  initiatives  actually  work,  it 
also  saves  you  significant  money 
in  marketing  costs  right  now. 

Nobody  knows  more  about 
creating  a  single,  accurate  view 
of  your  customers  -  with 
unmatched  speed  and  accuracy  - 
than  Acxiom? 

If  you’ve  been  wondering  how 
to  make  your  CRM  initiative 
show  results,  take  a  look  at 
AbiliTec.  Anything  else  would 
be  a  major  misstep. 


ACXIOM 


www.acxiom.com/abilitec 
PRIVACY  ASSURED 
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The  argument  between  encryption 
developers  and  vendors,  and  the  national 
intelligence  and  law  enforcement  agen¬ 
cies  looked  like  a  good  one  to  avoid.  There 
were  no  open  standards. 

Thus  on  the  corporate  side,  even  though 
encryption  was  available  in  theory  (Lotus 


policies.  “The  problem  with  e-mail  that  is 
unencrypted  is  that  it’s  hard  to  make  sure 
you’ve  gotten  rid  of  all  the  copies,”  says 
Chuck  Wade,  a  senior  researcher  at  Cuper¬ 
tino,  Calif.-based  CommerceNet,  a  non¬ 
profit,  industry  consortium  that  focuses  on 
all  aspects  of  e-commerce.  “Generally,  in¬ 


The  corporate  technical  community  was 
relatively  indifferent  to  encryption. 


had  built  a  decent  module  into  Notes)  the 
security  products  that  drew  the  most 
enthusiasm  were  firewalls.  Firewalls  did 
not  demand  as  many  resources,  and  they 
protected  against  some  of  the  same  threats 
as  encryption.  Our  own  coverage  mirrored 
that  attitude.  When  we  wrote  about  secu¬ 
rity  (as  we  did  in  our  Feb.  15, 1994,  issue), 
we  concentrated  on  firewalls,  good  prac¬ 
tices  and  smarter  management.  Encryption 
seldom  merited  more  than  a  line  or  two. 
“Crypto  companies  were  begging  for 
someone  to  pay  attention  to  them,”  re¬ 
members  Vin  McLellan,  managing  direc¬ 
tor  of  the  Privacy  Guild,  a  security  con¬ 
sultancy  in  Chelsea,  Mass. 

During  the  past  five  years  or  so,  however, 
the  fortunes  of  encryption  have  risen  dra¬ 
matically.  Industry  groups  have  hammered 
out  open  standards.  The  Internet  has 
increased  both  the  number  of  attacks  and 
the  value  of  the  properties  that  those  attacks 
can  threaten.  Perhaps  most  important, 
encryption  has  moved  off  the  edge;  it  can 
now  be  managed  and  delivered  by  the  net¬ 
work,  not  the  user.  Virtual  private  network 
(VPN)  technology  is  essentially  about  dif¬ 
ferent  ways  of  establishing  and  running 
totally  encrypted  sessions  over  otherwise 
insecure  IP  networks.  Users  establish  these 
connections  with  special  clients  that  handle 
the  encryption  management  issues  invisibly 
and  in  accordance  with  corporate  policies. 

Centralization  has  also  added  a  function 
to  encryption  technology:  management 
tools.  For  instance,  encryption  makes  it 
much  easier  to  enforce  e-mail  expiration 


vestigators  will  go  after  the  desktop  and  lap¬ 
top  PCs  of  key  individuals,  since  they  know 
copies  on  the  archive  servers  were  disposed 
of  long  ago.  If,  on  the  other  hand,  you  have 
to  have  access  to  a  key  server  to  decrypt 
these  files,  and  the  keys  on  that  server  have 
expiration  dates,  then  the  copies  will  be 
unreadable  even  if  they  survive.” 

All  these  improvements  have  led  to  a 
huge  increase  in  the  popularity  of  encryp¬ 
tion.  VPN  sales  are  growing  briskly.  It  is 
increasingly  common  for  archiving  and 
database  software  to  encrypt  the  data  they 
contain.  Some  industry  observers,  such  as 
Raj  Dhingra,  senior  vice  president  of  mar¬ 
keting  at  Sunnyvale,  Calif.-based  Sonic- 
wall,  a  firewall  company  moving  into 
encryption,  believe  that  encryption  will 
become  a  standard  element  in  corporate 
data  privacy  protection  policies. 

But  while  companies  have  warmed  up 
to  encryption,  the  popular  technical  cul¬ 
ture  has  begun  to  cool  on  the  technology. 
Schneier  has  publicly  recanted  his  crypto¬ 
centric  view  of  security  in  a  new  book, 
Secrets  and  Lies:  Digital  Security  in  a 
Networked  World  (Wiley,  John  &  Sons, 
August  2000),  in  which  he  argues  that  en¬ 
cryption  is  just  one  link  in  a  long  chain,  and 
that  any  failure  in  the  chain  will  compro¬ 
mise  even  the  best  encryption.  The  two 
wings  of  the  technical  culture  are  not  only 
converging;  they  may  soon  be  passing  each 
other,  going  in  opposite  directions.  ■ 


Do  you  have  a  topic  that  you’d  like  us  to  revisit? 
Send  it  to  et@cio.com. 
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Storage  Manager 

Vicom  Systems  has  announced 
the  release  of  its  Storage 
Virtualization  Engine  (SVE) 
Version  2.5.  This  hardware 
device  allows  administrators  to 
easily  create,  manage  and  parti¬ 
tion  pools  of  storage  across  an 
enterprise,  regardless  of  plat¬ 
form,  vendor  or  protocol.  SVE 
2.5  units  do  not  require  any 
software  running  on  individual 
storage  servers.  Administrators 
can  break  down  existing  storage 
into  logical  partitions  as  small 
as  512MB.  The  product  also  sup¬ 
ports  data  mirroring,  backup 
and  recovery  across  platforms. 
Price  per  unit  ranges  from 
$8,000  to  $12,000.  For  more 
information,  visit  www.vicom.com 
or  call  510  743-1130. 
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Read  Chris  Lindquist’s  TECH  TACT: 
NEW  TOOLS  FOR  NEW  JOBS, 

every  Monday  at  www.cio.com. 
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A  record  day  of  trading 


Brokerage  network  problems 


A  lot  of  finger-pointing 


Get  Sprint  Global  Data  Solutions 


LISTED 


For  performance,  reliability,  and  customer  support.  Sprint  can  help  reduce  your  worries. 


Don't  find  yourself  trying  to  explain  huge  losses.  Ask 
about  what  you're  entering  into  before  you  commit 
your  network  to  a  communications  provider. 

With  Sprint,  you  get  high-performance  WAN  and 
Internet  solutions  for  your  domestic  and  international 
needs  that  you  can  both  rely  on  and  build  upon, 
with  new  e-business  applications.  Sprint  Global  Data 
products  and  services  help  you  leverage  your  existing 
technology  or  migrate  to  more  advanced  data  solutions 
to  keep  your  mission-critical  data  flowing  freely 
(and  securely). 


The  self-healing  SONET  technology  of  the  Sprint  network, 
with  fewer  network  outages  than  other  major  carriers, 
provides  your  network  with  increased  survivability. 

That,  combined  with  some  of  the  most  comprehensive 
service  level  agreements  in  the  industry,  fortifies  our 
commitment  to  network  performance  and  quality 
customer  service. 

Why  not  make  yourself  feel  more  comfortable  with 
a  security  blanket  right  now? 

Visit  www.sprintbiz.com/data_solutions 
or  call  1  877  203-7263 


Copyright  ©  Sprint  2001.  All  rights  reserved.  Photograph  used  with  permission  of  NYSE. 
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advertising 


Beaming  It  to  the  Streets 


IF  AN  ADVERTISER  is  beaming  these  days, 
it  may  not  just  be  the  result  of  a  success¬ 
ful  marketing  campaign. 

Streetbeam,  a  New  York  City-based 
wireless  media  and  technology  company, 
has  developed  a  system  that  allows  adver¬ 
tisers  to  zap  customized  messages  to  users  of 
WAP-enabled  mobile  phones,  Palm  PDAs 
and  other  Palm  OS-compatible  devices. 

Streetbeam’s  infrared-based  technology 
installs  inside  phone  kiosks,  bus  shelters 


Emerging 


and  other  types  of  “street  furniture.”  As  a 
mobile  device  user  strolls  by  the  fixture, 
an  ad  with  a  blinking  red  light  invites  the 
individual  to  point  his  gadget  in  its  direc¬ 
tion  to  receive  a  message.  Seconds  later,  the 
user  can  view  the  message,  which  might 
include  a  list  of  store  locations,  a  discount 
coupon,  a  product  review,  an  interactive 
game,  a  sound  file  or  some  other  type  of 
promotional  content.  For  additional  inter¬ 
action,  the  beamed  Palm  application  can 


Technology  | - 

use  Conduit — a  downloadable  Streetbeam 
application  that  links  a  mobile  device  to  a 
desktop  computer — to  direct  the  con¬ 
sumer  to  the  advertiser’s  website. 

Streetbeam  is  designed  to  bring  much 
needed  action  to  static  outdoor  advertis¬ 
ing,  says  Jan  Renner,  Streetbeam’s  presi¬ 
dent.  “It  takes  the  oldest  advertising  tech¬ 
nology — a  sign — and  makes  it  interactive.” 
The  service  debuted  in  New  York  City  last 
December,  when  clothing  retailer  Banana 
Republic  installed  100  Streetbeam  systems 
in  locations  around  Manhattan.  Backed 
by  Viacom  subsidiary  TDI,  the  world’s 
largest  outdoor  advertising  company, 
Streetbeam  plans  to  bring  its  technology  to 
Atlanta,  London,  San  Francisco,  Wash¬ 
ington,  D.C.,  and  several  other  cities  later 
this  year.  Support  for  additional  mobile 
technologies,  including  Windows  CE  and 
Bluetooth  wireless  communications,  is  also 
in  the  works,  says  Renner. 

Diana  Schwartz,  CTO  at  Grey  E  Mar¬ 
keting,  a  New  York  City-based  electronic 
marketing  company,  thinks  Streetbeam 
could  help  both  advertisers  and  mobile  de¬ 
vice  users.  “Unlike  spam,  users  are  actu¬ 
ally  requesting  the  information  to  be  sent 
to  them,”  she  says.  Schwartz  also  believes 
that  the  technology  has  the  potential  to 
make  mobile  devices  more  useful.  “A  spon¬ 
sor,  for  example,  could  beam  a  show’s  date 
and  time  to  a  user.  The  user  could  then 
beam  that  information  to  her  VCR  for 
future  recording.” 

Renner  says  Streetbeam  is  ideally  po¬ 
sitioned  to  reach  affluent  shoppers.  “This 
is  an  urban,  gadgety-type  technology  for 
urban,  gadgety-type  people,”  he  says.  But 
that  may  change  before  long.  “As  mobile 
devices  become  more  mainstream,  we’ll  be 
heading  out  into  the  malls,”  says  Renner. 

-John  Edwards 


Streetbeam  is  designed  to  take  an  ancient  advertising 
medium— the  sign— and  make  it  interactive. 
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INDUSTRY. 

(AND  OTHER  MYSTERIES 

OF  E-BUSINESS  SUCCESS. 

REVEALED.) 


One-size-fits-all  may  be  good  for  hats,  but  not  for  e-business  software. 
In  the  new ,  new  economy  you  need  a  collaborative  e-business  solution  that  is 
tailored  to  the  changing  needs  of  your  business.  Enter  mySAP.com  Industry 
Solutions  — industry-specific  solutions  based  on  recognized  best  practices  and 
backed  by  over  28  years  of  industry-specific  implementation  experience.  SAP 
has  custom-tailored  solutions  for  over  20  different  industries,  from  manufacturing 
to  retail  to  banking.  To  find  out  more,  call  800  872  1727  or  type  www.sap.com 
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Business  Evolving  in  the  Information  Age 


How  Two  Brothers 
Turned  The  Family  Business 


On  Its  Head 


PAGE  1  1  6 


DC 


daffy  domain  of 
dotcom  namers 

PAGE  110 


You  can  go 
home  again! 

Return  of 
the  prodigal 
dotcommies 


PAGE  1i« 


You  asked  am  to  help  educate  senior  management  on  the  business  value  of  technology. 

We  heard  you.  And  we’re  pleased  to  announce  Darwin. 


Darwin  is  the  first  magazine,  written,  edited  and 
calibrated  for  business  executives.  Every  issue 
demystifies  technology  for  non-technology  executives 
and  helps  them  understand,  identify  and  support 
technology  options  to  achieve  your  organizational  goals. 

Darwin  covers  M  the  technologies  executives  need 
to  know,  not  just  the  Internet.  From  application  software 
to  ASPs,  from  encryption  to  ERP,  hardware  to  hosting, 


VPNs  to  vendor  relations  —  everything  it  takes  to  use 
technology  to  solve  business  challenges. 

r  Darwin  is  FREE  to  qualified 

non-technology  executives.  Tell  your  team 
to  apply  for  a  Free  Subscription  at 

www.darwinmag.com/subscribe 


Time  Piece 

Tools  that  Ruled 


IN  LATE  SEPTEMBER,  the  Antique  Fan 
Collectors  Association  (AFCA)  will  hold  its 
annual  convention,  called  Fan  Fair,  in 
Eureka  Springs,  Ark.  If  you  can’t  attend, 
you  might  visit  the  association’s  museum  in 
Andover,  Kan.,  instead.  If  you  don’t  under¬ 
stand  why  anyone  would  spend  time  at 
either  venue,  then  you’ve  never  spoken  to 
AFCA  President  Scotty  MacClymonds. 

MacClymonds  has  been  a  fan  fan  since 
he  found  a  1903  G.E.  Pancake  in  an 
antique  store  for  $35.  “I  cleaned  it  up,  and 
we  used  it  in  the  kitchen,”  he  says.  “Then  I 
found  another  fan,  and  that  was  it;  they 
started  appearing  all  over  the  house.” 

Though  the  ceiling  fan  came  along  first, 
it  was  used  primarily  in  businesses.  Not 
until  Schuyler  Wheeler  patented  his  desktop 
fan  in  the  1880s  did  homeowners  snap 


HP  I 


them  up.  Unlike  its  archrival,  the  air 
conditioner,  a  fan  doesn’t  cool  the  air;  it 
creates  a  wind-chill  effect  by  blowing  air 
around,  speeding  sweat  evaporation. 

The  whirring  blades  also  toil  in  appli¬ 
ances,  cars  and  of  course  computers.  In  fact, 
to  hear  MacClymonds  tell  it,  most  of 
modern  technology  is  made  possible  by  the 
fan.  “It  cools  the  computers,  but  more 
important,  it  allowed  workers  to  go  inside 
buildings  and  survive,”  he  says.  “You  could 
put  great  minds  in  a  room  who  would  sit 


there  all  day  and  work.  You  could  never  do 
that  without  fans  because  it  would  have 
been  too  hot.  Bill  Gates  owes  everything  to 
Schuyler  Wheeler.” 

MacClymonds  owns  200  fans,  includ¬ 
ing  a  rare  1 920s-era  American  Electric 
Roller  Coaster  that  he  is  restoring.  His 
dream  piece?  A  Diehl  Walking  Foot  desk 
fan  worth  about  $20,000.  BE] 


Features  Editor  Sara  Shay  (sshay@cio.com)  likes  the 
look  of  a  fan  but  prefers  central  air-conditioning. 
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■  INTRODUCING  A  WHOLE  NEW  WAY 
TO  LOOK  AT  STORAGE  MANAGEMENT 
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BrightStor™  Storage  Management  Solutions 


For  years,  storage  management  has  been  an  ever-increasing  cost,  not  a  source  of  potential 
opportunity.  But  that's  all  about  to  change.  Because  we've  created  BrightStor,  the  most 
comprehensive  suite  of  end-to-end  storage  management  solutions  on  the  market.  BrightStor 
lets  you  leverage  your  resources  and  data  across  your  entire  enterprise,  regardless  of 
platform  or  protocol.  In  fact,  BrightStor  is  the  only  suite  of  solutions  that  supports  all 
three  industry  models  — DAS,  NAS  and  SAN  — cross-platform.  Which  means  you  can  look 
at  your  eBusiness  needs  as  a  whole,  not  piece  by  piece.  So  you  can  optimize  your  resources 
across  your  entire  storage  infrastructure.  And,  most  importantly,  you  can  do  more  than  just 
store  information.  You  can  actually  use  it. 
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